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European fruit Senior marketmakers predict heavy losses after 3.1% New York' fall 
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Fruit gro w ers to the Mediterranean hot their 
worst harvests in tan years, and Europe's con- 
sumers may see pricejncreases for both fresh 
and procxs^frtxftoTra problems arise from 
lata frosts and summer gales. Proluctfon of ftal- 
' lan pears, peaches and apples is likely to be 60 
percantWUwr avenge. Page is ■'- 

UPS talk* oontimre: United Parcel Service, 
the largest parcel carrier in tbeUS, andthe stri- 
ding Teamsters anion have pledged to stay at 
the negotiating table despite four days Of largely 
fruitless talks with a federal mediator. They are 
trying to settle the two-week strike over a new 
' labour Contract and pension changes. Eager Z 

miioHSnk etilwf buQtote NationsBank's 
actprtateUmof Montgomery Securities will create 
• an entity capable of string "toad to beadwith . . 
Goldman Sachs and Morgan Stanley and who- 
ever else la there", chief executive Hugh McCoB 
told the Financial Times. Page 15 

fafren affiffog mcc eet to: The 

fet-growlng Mexican media company Televi- 
sion Azteca has successfully placed Mexico's 
biggestinitial public offering since the 1994 peso 
devaluation, in spite of an outstanding legal dis- 
pute with US television network NBC. Page 14 

HK dollar facw* pressures Hong Kong's 
financial authorities .are on alert after dgus that 
currency speculators axe turning their attention 
to the territory. European tankers predict a ; - 
speculative attack antheKK dollar -the last - 
currency to be linked to the OS dollar. Page 14 

Royal yacht ptam UK defence griefo have 
drawn up a shortlist afstx bidders to turn the .. 
royal yacht Britannia into a tcurist attraction 
and conference centre, days after the British 
government said it wanted to retain the vessel 
for the royal family. Page 4 

Ofl rig protasis andaslhe Greenpeace: 
occupation of the Stena Dee mobfleoil rlg in the 
North Atlantic has anted after nine days with 
the environmental pressure group 
four of itsmember8faadbeenmrestBd. Page4 

UK J »ot n imfy forBr «o*s WlthfiOOdiys to go 
until the launch of Emu, a sttrvey cf UK corpo- 
rate treasurera has found ngny coiijpanka 
unprepared for a sit^aOT6*Ky-ftW 13' 

Japan's PM tahpa m tHUttMicrat*: Plans 
to rgstTDchireJai^^voaieMybnTemicTvcy 
have pitted fhn admhd^ntiat of prime xninistsr 
Ryutaro Hashfanoto against the country's 
bureaucratic ehtelPage3\ 

Regent Pacific targets Lebanon: Hong 
Kong's Regent Pacific' te preparing to raise $50m 
to invest in listed Lebanese equities, according . 
to its corporate finance director. Regent Pacific 
- an emerging market Specialist —trill be rais- . 
ing the ftmdB in September. Page 3 : 

Doohan takas his fourth world titter 

- Australia's Michael 

Doohan, left, rode his 
SOOcc Honda to victory 
lnthe British Motor- 
cycle Grand Prfx at 
- Oonlngtan Paris, clinch- 
ing his fourth succes- 
sive world title. The 32- 
year-old from Brisbane, - 
who Is now baaed in - 
Monaco, has dominated 
this season with 10 vic- 
tories in 11 races, and 
his fourth championship places him level with 
Giacomo Agostini and Mike Hailwood. - 

Es so (ossa court canoe Esso petrol retailers 
In the UK won a victory toBritain'sHigbCourt 
when a Judge ruled that Esso cannot force them 
to buy any products other Qian petrol without 
breaching BU competitionxules. Page 15 

Healthy prospects: The first degree course 
in tra ditio nal Chinese medicine outside China 
has been set up at Britain's Middlesex Univer- 
sity. Students an the five-year course can hone 
their skins during placements in flhfa* 

European m one tary system: The recovery 

in the German D-Mark late in the week helped 
pull its core neighbours upwards, at the expense 
of the Spanish, Finnish and Italian currencies. 
Further signals by the Bundesbank thls week - 
that interest rates will rise could see the lira: . .. 
take a tumble. Currencies, page 21 
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By Stows Thompson In London, 
Mark Buzmann In Washington 
and Ralph Atldns in Bam 


European stock markets are 
expected to come under pres- 
sure this morning as they 
respond to the 3.1 per cent frill 
on Friday in Wall Street's Dow 
janes Industrial Average. 

Senior marketmakers in 
London said they expected the 
FTSE 100, which fell 25 per 
cent on Friday, to open 
sharply lower, down between 
50 and 100 points, because only 
half of Wan Street's eventual 
fail on Friday - 247 points 
took place during London trad- 
ing hours. 

The Paris. Milan and Madrid 
bourses are expected to post 
heavy losses this morning as 
they catch up with events in 
London and New York. They 


were dosed on Friday for the 
Assumption Day holiday. Of 
the European stock markets 
that remained open, Amster- 
dam fell 4 per cent and Frank- 
furt 2 & per cent. 

“There will be an initial 
mark-down and we'll have to 
take it from there," one mar- 
ketmaker said of London. “If 
the institutions choose to sell, 
the pressure will soon telL 

He insisted that Friday’s 
125.5 decline in London - its 
biggest points fall since the 
crash of October 1987 - had 
occured without any really 
heavy selling taking place. In 
the background to the sudden 
bout of weakness that affected 
world markets was a steep 
decline In the dollar against 
the D-Mark. 

This came amid fears that 
Thursday's meeting of the 


Bundesbank Council - the 
first since the summer break - 
could see a rise in German 
interest rates to counter infla- 
tionary pressures and to arrest 
the slide in the German cur- 
rency over recent months. 

Also giving the markets 
cause for concern was a linger- 
ing worry that the US Federal 
Reserve's Open Market Com- 
mittee might Increase US 
interest rates after its regular 
monthly meeting in Washing- 
ton tomorrow 

Most market observers said 
they expected the Fed to bold 
rates. Simon Knapp at BZW 
said he expected “no action 
after the meeting, with growth 
not too boisterous and infla- 
tion very well behaved”. 

Richard Jeffrey, group econ- 
omist at merchant bank 
Charterhouse, said: “Between 


now and the end of the year 
London will find itself going 
through a bear phase, perhaps 
losing as much as 10 per cent 
of its current value. The 
authorities will have to tighten 
monetary policy more than 
previously contemplated.” 

The Bundesbank could 
tighten monetary policy 
tomorrow through its securi- 
ties repurchase tender (repo), 
but the dollar’s decline on Fri- 
day might have eased the pres- 
sure for a tightening. The repo 
rate was again fixed last week 
at 3 per cent but a switch to a 
variable rate tender could see 
a modest rise in interest rates. 

In its latest monthly report 
last week, the Bundesbank 
noted consumer price rises had 
strengthened in recent months 
and said that the “risks for 
stability-orientated policies" 


would be watched closely. 
While there had been fears 
that the US Federal Resave 
might follow its March deci- 
sion to raise rates by 0.25 per 
cent to 5.5 per cent with 
another increase, a number of 
positive economic statistics 
last week confirmed that cur- 
rent growth has not had a seri- 
ous impact on inflation so far. 
Producer prices fell for an 
unprecedented seventh consec- 
utive month in July and the 
consumer price index rose by 
only 0.2 per cent. 

Nevertheless, economists 
warned that a 0.6 per cent rise 
in retail sales could be a sign 
of inflationary pressures in the 
future, and many feel that a 
rise in interest rates later on 
in the year is still likely. 

World stocks. Page 27 


German leader seeks to c ounter notion that stability is low priority 

Kohl stresses need 
for a secure euro 
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By Ralph Atkins in Bonn 
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Helmut Kohl, the German 
chancellor, has insisted his 
commitment to European inte- 
gration would not override the 
need to ensure the stability of 
the planned European single 
currency. 

In a ZDF television interview 
broadcast last night, Mr Kohl 
- emphasised that the curren- 
cy’s long-term stability was as 
important as achieving the tar- 
gets set for members .of the 
euro bloc this year and in 199a 
He said an impression had 
developed in financial markets 
that the single currency would 
come but that stability was not 
an important consideration. 

“That is a mistake," he 
stressed. Relegating stability 
to second or third place in 
Importance "is a price that I 
will not pay". 

It was crucial that the new 
currency was backed by an 
“energetic, powerful" Euro- 
pean central bank, the chan- 
cellor added. 

His comments appeared 
designed to reassure his 
domestic audience, as well as 
financial markets, about the 
underlying strength of the 
euro, due to be introduced 
from 1999. But they also risked 
restricting Mr Kohl’s room for 
Helmut Kohl, the German chancellor: unlikely to achieve manoeuvre if, as many econo- 
significant net tax cuts before national elections next year mm* mists expect, Germany and 

Turkey passes school law 
to end influence of Islam 
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France fail to meet exactly 
the target set for euro mem- 
bers' public sector deficits of 3 
per cent of gross domestic 
product 

Highli ghtin g the acute bud- 
get pressures faring Germany, 
the government is considering 
a two-percentage-point 
increase in value added tax to 
17 per cent from next year to 
help finance tax reforms and a 
cut in statutory pension contri- 
butions. 

The ruling centre-right coali- 
tion’s plans far sweeping tax 
reforms have bees blocked by 
the opposition Social Demo- 
cratic Party, which controls 
the Bundesrat, or second 
chamber of parliament 

In his interview, Mr Kohl 
cited an appeal from the Bund- 
esbank last week tor urgent 
reform of Germany’s complex 
and inequitable tax system. 

A deal next month with the 
SPD on cutting non-wage 
labour costs is possible, but 
the chancellor seems unlikely 
to achieve significant net tax 
cuts before national elections 
in September 1998. 


It's a Cinven fact 


The Bonn government con- 
tinues to be rattled by scepti- 
cal comments from Edmund 
Stoiber. the Bavarian prime 
minister and a senior figure in 
the Christian Social Union — 
the sister party to Mr Kohl’s 
Christian Democrats. At the 
weekend, Mr Stoiber again pro- 
posed a two-year delay in the 
euro's launch date if France or 
Germany failed to meet the 
entrance criteria. 

But in a pointed rebuttal 
yesterday, Klaus KinkeL Ger- 
many's foreign minister, said: 
“Those who attempt to sow 
doubt about the punctual start 
of the euro damage the Ger- 
man economy and those In 
Germany who are hoping to 
find a job." 

Mr KJnkel added: “The euro 
must and will come punctually 
on January 1 1999, with strict 
adherence to the agreed stabil- 
ity criteria. That is, and 
remains, the policy of the fed- 
eral government." 

Lex, Page 14 
Many companies unprepared 
for emu. Page 15 


Supplier 
of tills 
sued over 
‘millennium 
bomb’ 


By Christopher Adams 
in London 

A small supermarket owner in 
the US is suing a cash register 
supplier for allegedly provid- 
ing computerised tills that can- 
not recognise the year 2000. 

The lawsuit is believed to be 
the first of its kind, ff it is 
successful, it could set a prece- 
dent with dangerous conse- 
quences for the insurance 
industry. 

Mark Yarsike, a supermar- 
ket owner in Detroit, is suing 
Tec-America, the Atlanta- 
based supplier of cash regis- 
ters, because he says credit 
cards that expire after 2000 
cause the tills to shut down. 

The lawsuit has wide impli- 
cations for the insurance 
industry as suppliers may be 
forced to make claims on 
insurance policies covering 
them against the failure of 
their products to cope with the 
date change. 

Legal experts say insurers 
might be inundated with 
claims over the so-called “mil- 
lennium bomb", leaving them 
vulnerable to losses that could 
run to billions of pounds. 

The millennium bomb is 
expected to cause widespread 
chaos because most computers 
recognise only the last two dig- 
its of a year and will treat 
dates beyond 1999 as referring 
to the 1900s. 

Should litigation escalate, 
the cost of claims could be 
Inflated by damages and legal 
fees. 

Mr Yarsike owns three Pro- 
duce Paradise supermarkets in 
Detroit. He says the cash regis- 
ters have tailed more than 150 
times in two years, causing 
chaos in his stores and losing 
him hundreds of thousands of 
dollars. 

Mr Yarsike says his patience 
with Tec-America finally 
snapped two weeks ago. He 
says that each time credit 
cards expiring after 2000 cause 
cash resisters to shut down, 
Tec-America comes to fix the 
problem. But within hours, the 
registers fail a gain 

“It’s gotten pretty wild in 
here. A lot of customers walk 

Continued on Page 14 


By John Barham In Ankara 

Turkey’s parliament has 
approved a controversial edu- 
cation law designed to stamp 
out the. political influence of 
Islam in schools. 

. Islamist activists staged 
noisy protests across Turkey 
but foiled to block the legisla- 
tion, which was passed by 277 
votes to 242 on Saturday after 
three days of debate. 

The -chief provision of the 
law, a critical battleground 
between Islamists and tbe sec- 
ular establishment in Nato- 
mamber Turkey,, extends the 
time children must spend in 
compulsory state secular edu- 
; cation from five years to eight 
. The Islamists, led by the 
opposition Welfare party, say 
the law will mean many chil- 
dren who currently transfer 
after five years to state-funded 
religious schools will no longer 
be able to do so. 

.. But Mesni Yihnaz, the prime 
minister, accused Welfare of 
treating religious schools as 
training grounds for its activ- 
ists. ’'[Welfare] wants to pro- 


r 


serve the schools to raise new 
militants for them," he said. 
“No government can allow 
such a development. The 
schools cannot be a backyard 
or training ground for a politi- 
cal party." . 

Necmettin Erbakan. W el- 
fore’s leader, said the law was 
“a product of fascist secular 
thinking that challenges the 
will of the people". He prom- 
ised to challenge It in the 
courts. In June, the army 
forced Mr Erbakan from power 
as Turkey’s first Islamist 
prime minister for resisting Its 
demand for, secularist reforms 
that included an extension of 
compulsory education. 

The reforms, first proposed 
nearly 25 years ago but 
resisted by Mandats, are sup- 
ported by the secularist major- 
ity, which fears Islamist infil- 
tration of the schools will 
brainwash their children. 

The reforms will begin to 
take effect during the next 
school year. The government 
calculates that Turkey will 
need almost 200,000 new teach- 
ers and 150,000 new classrooms 
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to accommodate about 800,000 
new pupils a year. 

Tbe total cost is expected to 
be more than SS^lbn, spread 
over three years. The govern- 
ment is imposing new taxes on 
alcohol, tobacco, mobile tele- 
phone users and lotteries to 
raise part of the money, and 
plans to approach tbe World 
Bank and other lenders for 
additional finance. 

The government has 
appealed to business and ordi- 
nary people to volunteer 
money. The Istanbul Stock 
Exchange gave ywyroi , and the 
public has donated SI -2m. 

While teachers support any 
effort to Improve Turkey’s dis- 
mal education standards, they 
fear that Insufficient funds 
could worsen already severe 
overcrowding. Some schools 
cram 100 children into one 
classroom. 

Educationalist ihrahhn Be til 
said: “If the government can 
raise sufficient funds and 
spend *bam properly, it would 
be wonderful. But without suf- 
ficient resources this could 
harm children.” 
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Luzhkov’s deputy predicts his boss will take over from Yeltsin in next Russian leadership contest 


Moscow mayor eyes presidential role 


By Chrystia Freeland in Moscow 


Moscow’s deputy mayor said at the 
weekend he expected his bos. Yuri 
Luzhkov, to be elected Russia's 
next president in the clearest sign 
yet that the capital’s powerful 
mayor is eying the Kremlin. 

“If. for some reason, there is no 
longer Yeltsin, and if there are nor- 
mal, fair elections, then I think 
that Yuri Mikhailovich [Luzhkov] 
will be elected, and that will be a 
blessing for the people." said 
Valery Shantsev, deputy mayor 
and Mr L uzhk ov's running mate in 
last year’s mayoral ballot. 

Mr Luzhkov’s popularity in the 
Russian capital - he was elected 
with nearly 90 per cent of the vote 
- and the mighty political machine 
he has built up through bis control 
of the town hall have long made 
him one of the bookmakers' favour- 
ites for Russia's next presidential 


contest. However. Mr Luzhkov, 
who has always taken great pains 
to prove his loyalty to President 
Boris Yeltsin, has been uncharac- 
teristically shy about his political 
ambitions, always insisting in pub- 
lic that he has no presidential aspi- 
rations. 

As well as breaking with the 
town hall ’5 traditional reticence 
about the mayor s possible bid for 
the Kremlin. Mr Shantsev lashed 
out at the factions in charge of 
Russia's federal government. 

While careful to praise Mr Yelt- 
sin. he lambasted the cabinet, say- 
ing its promises of economic stabi- 
lisation were "a deception" and 
ministers were paralysed by inter- 
nal rivalries. 

“They ail say that everything Is 
wonderful, that everything has sta- 
bilised. Where is this stabilisation? 
Wherever you go. everything is at 
a standstill." Mr Shantsev said in 


an interview. "Their [federal cabi- 
net] team is a swan, a crab and a 
pike. The. prime minister has one 
position, Chubais [Anatoly Chu- 
bais. a reformist first deputy prime 
minister] has another position. 
Nemtsov [Boris Nemtsov, another 
reformist first deputy prime minis- 
ter] has a third.” he said. 

The animosity between Mr Luzh- 
kov's team and that of Mr Chubais 
is legendary, with the two titans 
clashing over almost all the key 
issues of market reforms. Mr Shan- 
tsev hinted that the rivalry might 
go so deep as to poison Russia’s 
next presidential ballot, war ning 
that the Kremlin ruling elite ought 
resort to skulduggery to block the 
Moscow mayor. 

Even if Mr Luzhkov is opposed 
by the Kremlin's political masters, 
it is easy to see why Mr Shantsev 
Is confident that the mayor, who 
has already inspired an eau de 


cologne and whose life-story is 
being made into a movie, will be 
the next president 

Moscow is in the throes of gran- 
diose preparations for the celebra- 
tion of its 850th anniversary. Feat- 
uring a performance by Luciano 
Pavarotti and a holographic 
appearance of the Virgin Mary In 
the sky, the extravaganza is widely 
seen as an early effort to boost Mr 
Luzhkov's image nationwide. 

After the party is over, the 
mayor will retain the two instru- 
ments vital to any bid for the Rus- 
sian presidency: money and a 
national television network. Next 
month TV -Centre, a television net- 
work owned by the city, will be 
formally launched. It is the sort of 
venture Mr Luzhkov can afford to 
finance, thanks to Moscow’s roar- 
ing economy and the city govern- 
ment’s policy of taking a stake in 
many new businesses in town. 



Yuri Luzhkov: Kremlin ambitions 


Call to 
reinstate 
Bosnia 
elections 


By Guy Dinmore in Sarajevo 


The international 
community insisted yester- 
day that the Serb-controlled 
half of Bosnia should hold 
early elections to resolve the 
political crisis that threatens 
to divide the impoverished 
territory in half. 

The office of the civilian 
High Representative in Sara- 
jevo condemned a ruling by 
the Bosnian Serb constitu- 
tional court that overturned 
a decision last month by Bil- 
jana Plavsic, the president, 
to dissolve parliament and 
hold elections on October 12. 
The court took its decision 
under the influence of the 
hardline nationalist and war 
crimes suspect. Radovan 
Karadzic. Western officials 
were investigating reports 
that one of the court's seven 
judges. Jovo Rosie, was 
badly beaten by Mr Karad- 
zic’s loyalists on Thursday, 
the eve of the court's ruling 
in Pale, near Sarajevo. 

Serb journalists said Mr 
Rosie was under armed 
guard in a hospital in Banja 
Luka. Mrs Plavsic’s power 
base in north-west Bosnia, 
after fleeing from Pale. 

The rift between Mrs Plav- 
sic and her predecessor. Mr 
Karadzic, deepened when 
two ministers resigned from 
the Bosnian Serb govern- 
ment Djuradj Banjac and 
Qstoja Kremenovic said they 
could no longer work under 
the ruling Serb Democratic 
party (SDS). Mrs Plavsic has 
announced plans to set up 
her own party to challenge 
Mr Karadzic’s SDS in the 
October polls. 

Gerd Wagner, senior dep- 
uty High Representative, 
said new elections under 
international supervision 
were the only way forward. 
“You need pragmatic and 
responsible representatives 
in the future if the Repub- 
lika Srpska is to avoid eco- 
nomic catastrophe,” he said. 

The international commu- 
nity has thrown its support 
behind Mrs Plavsic, who is a 
fervent nationalist but is 
seen as more supportive of 
the 1995 US-mediated settle- 
ment that ended the war and 
created a single Bosnian 
state of two entities, Mos- 
lem-Croat and Serb. 

The US special envoy to 
Bosnia. Robert Gelbard, is 
due in Sarajevo today. The 
White House said after a 
meeting between Bill Clin- 
ton, the president and top 
officials last Friday that it 
was “very important" that 
Mr Karadzic be arrested and 
put on trial by the Interna- 
tional War Crimes Tribunal 
in The Hague. 
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UPS adversaries give talks pledge 


By Mark. Suzman 
in Washington 


Officials at United Parcel 
Service, the largest parcel 
carrier in the US. and the 
striking Teamsters union 
yesterday pledged to stay at 
the negotiating table despite 
four days of largely fruitless 
talks to fry to resolve differ- 
ences over a new labour con- 
tract and pension changes. 

In an apparent sign that 
the two-week strike could 
drag on for some time. Ron 
Carey. Teamsters president 
confirmed the union was 
pl anning a series of rallies 
and marches in US cities on 


Thursday to bolster morale 
and encourage public sup- 
port. 

The two sides resumed dis- 
cussions with a federal medi- 
ator late last week. 

In a television interview. 
Mr Carey said there had 
been “some movement" in 
the negotiations, and 
insisted there was no need 
for a government-imposed 
cooling off period. 

“Obviously we are at the 
table, we are talking about 
the issues and that to me is 
progress." he said. “We are 
trying to see if we can find 
some areas of agreement and 
the talks are moving along.” 


In a separate interview. 
James Kelly, UPS chief exec- 
utive. said he was encour- 
aged that talks were con- 
tinuing. 

But be warned that the 
strike had lost UPS some 
business permanently, and 
said the company had been 
supplying information about 
the strike's effects to the 
White House to try to per- 
suade Bill Clinton, the presi- 
dent, to intervene. 

“Our customers have been 
devastated in many cases." 
he said. “Unfortunately a lot 
of that business has gone 
away.” 

UPS estimates it has lost 


more than $500m as a result 
of the strike by 185,000 work- 
ers, and Mr Kelly has 
warned that more than 
15,000 jobs are at risk. 

Mr Clinton can halt the 
strike under the Taft-Hartley 
Act if he feels it Is endanger- 
ing the national economy or 
security. 

However, the White House 
has so far resisted rails for 
intervention and Al exis Her- 
man. US labour secretary, 
says she is convinced a nego- 
tiated solution can be 
reached. 

• OeTV, one of Germany's 
biggest anions, is consider- 
ing limited industrial action 


in support of the Teamsters 
strike In the US, Graham 
Bowiey writes from Frank- 
furt. 

The public sector union is 
preparing “a symbolic act” 
at UPS locations in Germany 
which could affect up to 
20,000 workers. 

“We emphatically support 
our st riking US colleagues at 
UPS and are preparing fur- 
ther measures to support 
them.” said Wolf gang War- 
burg, a nninn o fficial 

The union said it was not 
contemplating an all-out 
strike but would consider 
measures such as extending 
breaks. 


Am eritech calls on regulator 
to map out the road ahead 


K elly Welsh, legal 
counsel for the Chi- 
cago-based Ameri- 
tech telephone company, has 
one request for the Federal 
Communications Commis- 
sion. When the regulator 
hands down its long-awaited 
decision tomorrow on 
whether Ameritech can 
enter Michigan's $2.3bn 
long-distance market, it 
should make clear its rea- 
soning and regulatory 
demands - even if the imme- 
diate answer is No. 

"If we get a roadmap, 
that’s great.” he says. “But if 
it’s a chart for an unmanned 
mission to Pluto, that’s 
another problem.” 

The FCC’s ruling, expected 
to exceed 100 pages, is being 
billed as a landmark in the 
fast-evolving US telecoms 
scene. 

Earlier this year Ameri- 
tech. provider of local ser- 
vices in five Midwest states, 
became the first local tele- 
phone company to seek 
entry into the long-distance 
market under the 1996 Tele- 
communications Act. 

Others have either fol- 
lowed or eyed up other 
states. Ameritech has made 
a separate filing to enter the 
Dlinois market, but its 
Michigan pitch remains the 
most advanced proposition 
in the regulatory pipeline. 

So what the FCC says 
tomorrow could determine 
the way ahead for the indus- 
try. 

The big sticking point is 
the Telecommunications 
Act’s requirement that local 
carriers open their existing 
markets to competition 
before they are allowed to 
compete for long-distance 
business. 

in determining whether 
this has been achieved, regu- 
lators must not look at the 
number of companies actu- 
ally jostling for business but 
at the steps taken by the 
aspirant local carrier to 
ensure that entry is possible 


Ameritech: a long-distance call 


BvFsb 1993: Ameritech restructures operational says it is seeking abrfrty to 
provide long-distance services. In return for opening local markets. 


B» Feb 1996: The US Telecommunications Act is passed, aimed at aHowin^r^ 
local comp an ies (or Baby Bells) and long distance carriers to enter each^ 
other's markets. ^^2$ 

9m Jan 1997: Ameritech sppOes to provide long distance services in MidwyM,/ 
the first such Baby Bell application. 


9u Feb 1997: Ameritech withdraws, after FCC warning that its interconnection'*’ 
agreement with AT&T won't allow it to meet the 14-point checkfist 

Wr. May 1997: Ameritech relBes for kang-tfistiance permission In 
Michigan. 

9. June 1997: Michigan Public Service Board says Amentech .*> 
meets only 1 1 of 14 checklist Items. Department of Justice J' vV 
atso subsequently expresses reservations. 

••July 1997: Ameritech files for long distance permission ip 
Ufinois 

<iU Aug 19, 1997? FCC to rule on Ameritech's Michigan 
application. 



- for example, its compli- 
ance with a 14-point check- 
list. 

It is here that the prob- 
lems start Ameritech claims 
to have met required stan- 
dards in Michigan. The fact 
that consumers have mini- 
mal choice of carrier in large 
areas of the state is because 
potential entrants, such as 
the long-distance carriers, 
are “cherry-picking" lucra- 
tive customers, it says. 

Not so. retort the 
long-distance carriers. 
"We've been very clear and 
consistent - Ameritech does 
not meet the 14-point check- 
list” says MCI. the Washing- 
ton-based carrier in the 
throes of a merger with Brit- 
ish Telecommunications, 
upon which the FCC is 
expected to rule soon. 

Amid the furore, more 
objective views have been 
expressed by the state-based 
Michigan Public Services 
Commission and the federal 
department of justice. In 
June the PSC said Ameri- 
tech met only 11 of the 14 
conditions - citing perfor- 
mance standards, accuracy 
of emergency call records 
and shared transport as par- 


ticular areas of weakness. It 
added, however, that these 
problems might be remedied 
before August. 

Later that month the Jus- 
tice Department worried 
about unbundled switching 
and local transport, as well 
as the adequacy of Ameri- 
tech's systems for providing 
resale services and its han- 
dling of interconnection 
problems. Calls between an 
Ameritech customer and a 
competitor's customer, it 
noted, tended to be blocked 
more frequently than calls 
between one Ameritech cus- 
tomer to another. 

Ameritech claims these 
assessments are either based 
on out-dated information or 
represent a difference of 
view on bow competitive 
conditions should be mea- 
sured. “I think areas where 
issues have been raised, like 
operational support systems, 
are concerns which are not 
material. They're issues 
about different kinds of mea- 
surements that we have - 
which is reaching a level of 
overly detailed, hyper-regu- 
latory concern,” says Mr 
Welsh. 

Few are laying odds on the 


FCC approving Ameritech’s 
application this time round. 
Reed Hundt. FCC chairman, 
complained in a speech last 
week that there was 
“scarcely any competition” 
in local markets generally. 
He noted that in the specific 
case of Ameritech's Michi- 
gan effort, neither state reg- 
ulators nor the Department 
of Justice agreed the market 
was open. 

Mr Welsh has a warning. 
“One of the points the FCC. 
and others, have made is 
that long-distance entry is a 
carrot for Bells [local carri- 
ers] to open up the local 
markets. If [the ruling] is not 
a reasonable roadmap, but 
plans for a mission to the 
outer galaxy, that sends a 
message to the industry that 
there is no carrot there.” 

But would Ameritech 
really step back from its 
much-vaunted push into the 
long-distance market? After 
all. in its five core states 
alone the market is worth 
$9bn annually. “If it's impos- 
sible. it’s impossible. So well 
see what their requirements 
are," Mr Welsh says. 


Nikki Tait 


Czech Roma seek refuge in Canada 


By Joe Cook in Prague 


Thousands of Czech Roma, or gypsies, 
are selling possessions to raise money 
for air fares to Canada in the belief 
that they will be able to secure refugee 
status as victims of racism. 

As many as 15,000 people from the 
industrial region of Ostrava in the east 
are making plans to go to Canada, 
according to local Roma organisations 
and Canadian diplomats in Prague. 
Visa-free travel between Canada and 
the Czech Republic was introduced 
last year. All direct flights from 
Prague to Canada are fully booked 
until the end of October, and the Cana- 
dian embassy in Prague is receiving 
300 telephone calls a day from 
would-be emigrants. 

However, the vast majority of Roma 
who make it to Canada may have diffi- 
culty convincing the Canadian immi- 
gration and Refugee Board that they 
have a “wefl-founded fear of persecu- 


tion”. That means they will be 
deported back to the Czech Republic — 
where they will Join the back of the 
bousing queue. 

Viclav Klaus, the Czech prime min- 
ister, described the situation as “very 
dangerous”. He has agreed to establish 
a permanent secretariat to co-ordinate 
Roma issues at government level. 

The exodus was triggered after a 
recent television programme depicted 
Roma families living in Canada. It 
suggested that Roma could escape pov- 
erty and racism by moving overseas. 
Lina Janackova, the mayor of Ostrava- 
Marianske Hory, said ber municipality 
would happily pay the fare for Roma 
wishing to leave the country. 

Ho- remark was condemned as “rac- 
ist” by the office of Vaclav Havel, the 
president. The Czech branch of the 
Helsinki Committee, a human rights 
organisation, said: “State representa- 
tives who make public remarks sup- 
porting segregation and discrimina- 


tion are committing the criminal 
offence of spreading racial hatred.” 

The affair has highlighted the plight 
of the Czech Republic’s 300,000 Roma, 
who account for 3 per cent of the popu- 
lation. A recent study by the govern- 
ment’s Council on Nationalities found 
that 70 per cent of Roma are unem- 
ployed. The national unemployment 
rate is 4 per cent Ondrej Gina, a mem- 
ber of the Council on Nationalities, 
says that 28 Roma have been killed by 
racist thugs since communism col- 
lapsed in 1989. 

Miroslav Sladek, the leader of the 
Republican party, has said that Roma 
“should be held criminally responsible 
from birth”. He and two other Republi- 
can deputies were recently stripped of 
parliamentary immunity to face 
charges of inciting racial hatred. 

A Canadian diplomat in Prague said 
that the reintroduction of visa require- 
ments for Czech citizens was “one of 
the options available to ns”. 


Greeks 
fall prey 
to loan 
sharks 


By Kerin Hope in Athens 


The discovery by Greece’s 
new financial police force of 
an illegal loan operation run 
from an Athens nightclub 
has highlighted the cash- 
flow problems of small 
Greek' businesses and 
self-employed professionals. 

When officers from Sdoe, 
the financial police, raided 
the La Mamounia nightclub 
earlier this month they 
found documents revealing 
that mare than 400 doctors, 
lawyers and self-employed 
businessmen had borrowed 
amounts ranging from Drlm 
to Dr4Qm ($3,400*138,000) at 
monthly interest rates of 
about 10 per cent 

“There are hundreds of 
loan sharks around Athens 
who exploit the difficulties 
faced by businessmen in 
their neighbourhood when 
money is tight,” said an offi- 
cial from the Greek Confed- 
eration of Small Business 
Associations. 

“Payments are late, 
cheques bounce and people 
desperately need cash to 
keep going. But the hanks 
are reluctant to lend.” 

Self-employed profession- 
als are also at risk. Doctors 
spend heavily on buying or 
leasing medical equipment 
Architects and civil engi- 
neers run into problems 
because the mortgage lend- 
ing market is stOl undevel- 
oped and their clients rely 
on funding provided by their 
families. 

The loan sharks at La 
Mamounia appeared to have 
made loans totalling more 
than Dr2bn to 1,000 clients in 
the past five years. 

The nightclubs along the 
seaside strip near Athens 
airport, patronised by 
wealthy Greeks and an 
increasing number of Rus- 
sian and east European high- 
rollers, have become a target 
for the financial police as 
they pull in large amounts of 
cash earned in the flourish- 
ing black economy. 

Sdoe. with powers to seize 
company books and make 
arrests, was launched in 
April as part ctf the Socialist 
government’s drive to crack 
down on tax evasion. The 
force says it has already 
raised Drl4.6bn in fines 

imposed on more than 5 WO 
businesses. 

Intensifying competition 
among private Cheek banks, 
fuelled by shrinking margins 
on corporate lending, is 
starting to make credit more 
easily available. 

The trend is far banks to 
increase their assets by lend- 
ing to fflnuil businesses that 
have difficulty raising fluids 
elsewhere. The trouble is 
that smaller banks don’t 
have big plough networks to 
reach many of the people 
who are at risk from loan 
sharks,” said a Greek 
banker. 



INTERNATIONAL NEWS DIGEST 


Clinton threat 
to tobacco deal 


Bill CHcton. US president, is expected to demand Anther 
<vwwegi fYna from tobacco companies before agreeing to 
the proposed $m5bn deal to settle outstanding 
anti-smoking lawsuits, after a Treasury study showed it 
would not have a impact an-the Industry's 

profitability.. 

He may also try to increase the cost of the settlement to 
offset a controversial $50bzt tax credit Inserted hi last 
month's tax bill by Republicans to compensate for a 15 
cents a packet tax increase. 

The Treasury analysis is reported to show that while 
the deal would help reduce teenage smoking.: companies 
could flmri the settlement without undue difficulty 
through a price rise of around 62 cents a packet. 

Critics say this is unacceptable, and Hubert Humphrey, 
Minn esota attorney general and a prominent opponent of 
the settlement, met White House officials oh Friday to 
press for a price increase of at least $2.5042 a packet. 
However, the tobacco companies’ lawyers warned that 

any important financial nr raguTatoiry changea In ttw 

settlement terms would be unacceptable to the 
industry. - Mark Suzman. Washington 

Editorial comment, Page lS 


MEXICO KILLINGS 


Minister’s brother shot dead 


The brother of Guillermo Ortiz, Mexico’s finance minister, 
was shot dead on Saturday in an incident that many 
Mexicans suspect was more than a simple robbery 
attempt 

Alejandro Ortiz Martinez, 55, a bank official, died after 
being shot by three gunmen as he stepped out of his 
Mercedes Benz in a chic neighbourhood of Mexico City. 
Police said the crime was a robbery attempt but some . 
observers said it looked more like a murder. The gunmen 
fled without stealing the car. 

The ktiHng was the latest in a series in the capital On 
Saturday, Jorge Banuelos Orta, 51, a government budget 
director, was clubbed to death and stuffed into the boot of 
his own car. 

On July 13, an rrfndai in the fiuanop ministry, Pedro 
Jose Alvarez Forras, was gunned down after a car chase. 
In May and June, three other officials were murdered in 
the capitaL ■ ■ Reuter. Mexico City 


ILLINOIS BRIBES TRIAL 


State supplier found guilty 


Management Services of Illinois, a . Springfield-based 
services company and big state government supplier, was 
found guilty at the weekend of bribery and mail fraud, in 
a case that has turned the spotlight on contract awards in 
UlinniR- 

The jury - having heard evidence of bribes in cash, free 
trips and lobster and beef shipments - also found MSTs 
former owner and an ex-public aid soperviser guilty of 
fraud and bribery charges. MSTs current owner was 
found not guilty. 

The verdict comes just ahead of an expected decision by 
Jim Edgar, Illinois’ current governor, on whether to run 
as Republican candidate in next year’s gubernatorial 
election. Mr Edgar says it was his administration that 
launched the investigation into MSL but his opponents 
are expected to try to capitalise on the issue. MSI was a 
significant contributor to Mr Edgar's previous campaigns. 

During the trial, Mr Edgar was subpoenaed to give 
evidence for the defence, becoming the first sitting 
governor in 75 years to appear as a witness in a criminal 
trial Ntkki- Tait, Chicago 


ISRAELI ECONOMY 


Growth below projections 


Israel’s economy grew by an annualised rate of L8 per 
cent in the first half of 1997, compared with treasury 
projections of 2.5 per cent growth for the year, the Central 
Bureau of Statistics said yesterday. ; 

In the second quarter GDP slowed to ah annualised rate 
of 1.6 per cent GDP rose 4.4 per cent in 1996. Analysts 
expect GDP growth to rise in the second half of the year. 
“We believe we’ve seen the worst part of the slowdown, 
and expect growth to reach between 2 and 2.5 per cent for 
the year,” said an analyst at Banot-Batucha Securities in 
Tel Aviv. 

Last week, the Israeli cabinet approved a framework for 
the 1998 budget and economic reforms aimed at ' 
liberalising the economy and reviving growth next year. 
But yesterday, the BBstadrot, Israel’s powerful trade 
union federation, gave a hostile response to toe plan and 
is cornering calling a general strike in an attempt to 
thwart it Am MachUs, Jerusalem 


SEPARATIST VIOLENCE 


Assam rebels demand talks 


Rebels in India’s north-eastern state cf Assam have • 
threatened to add to a toll of at least 30 killed In 
separatist violence in the past week unless the Delhi 
government opens talks over their demands for an 
independent homeland. 

Police in Assam said toe Bodo Liberation Tigers' Farce, 
a group seeking their own tribal homeland In Assam; 
were behind the shooting of 13 people in attacks on two 
villages in the state on Friday night and Saturday. ; 

The shootings followed bombings, arson attacks and 
shootings last week as Bodo and other separatist groups 
waged a concerted protest across the north-eastern states 
to coincide with India's 50th anniversary celebra -' 
tions. Mark Nicholson, New Delhi 


CARICOM 


Cuba denounces US bin 


The Cuban government Ti«g denounced as “political - 
terrorism” a bin proposed. by a group of conser?3iive US 
legislators which would penalise Caribbean nations if 
they supported Cuba’s membership of the Cdribbeon. 
Community (Caricom)- - ■</- - 

The bill would wfthhokfUS assistance tt.Carfbbean 
basin countries backing Cuban entry to either Caricom or 


the Central American Common Market (CAGMJ. It would 
also prohibit tariff concessions to those Caribbean basin 
countries which negotiated a free trade agreement with 
Cuba. ■■ .Tv>;: " . : ; 

Caricom, which recently admitted BaitiaS'a- member, is 
considering a request, from Cuba to negotiate s free trade 
treaty, which could herald .ah eventual CuSah bid for: 
membership of the community. Pascal F$etcb«r, Havana 


STREET PARADE 


Ravers rule in- Zurich 


Zurich, normally the staid centre of Swiss banking, traded 

suite and ties. for wild and scazrfycoshhnesas up to. 

500,000 people descended on the city at the weekend for its 
annual teebno music Street Parade. *./*'/•/ t. : v- ' 
Techno fans, popularly known as ravers, poured lafrotn 

_ a TI - -- - 1- Jam Mmma nivus m ww nf Wllirh 


were 

participants wore omy origin qoay pamt ~ 

while others danced to tlte booti^ng touhdsin.Jfi^iher 
harnesses, spiky coHarsandfeather boa&T.' . . 

“I saw people ’who I thought would never gtf in costume 
at the street parade, people who nonnaBy. wear; smts and 
" one organiser said- , • Reuter^ Ztoich 
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American companies suffer from post-Tiananmen sanctions as trade gap widens 

China urges end to high-tech ban 


By James Kanfirtg • 

In Shanghai 

China yesterday urged the 
tIS'to Uft sanctions on 
reports of US nuclear power 
equipment, identifying one 
of the nave sensitive issues 
likely to be raised when 
PreridentJhihg Zemin meets 
President Bill Clinton later 
Udsyear;- - 

The removal of US sanc- 
tions on high technology 
products ■would benefit 
American companies barred 
Oram serving China's fast- 
growing market and reduce 
the . rising: trade deficit 
between the two countries, 
say Beijing officials. . 

Hie ban on US exports of 
certain high-tech goods, 
imposed after the 1988 mas- 
sacre of students in Tianan- 
men Square^ had opened the 


Chinese market to rival 
equipment suppliers, accord- 
ing to a front-page article in 
the China Business Weekly, 
the official government 
newspaper. 

Chinese government sta- 
tistics show a S10.5bn trade 
surplus with the US, while 
US figures indicate the sur- 
plus will reach WQbn by the 
end of the year. 

Zhou Shjjian, a govern- 
ment expert on Sino-US 
trade relations, was quoted 
yesterday saying; “If the US 
had removed the sanctions 
on high technology exports, 
which are worth several bil- 
lion each year, tt is thus 
questionable who would be 
enjoying the surplus." 

Since 1989, China has pur- 
chased or contracted approx- 
imately $8bn worth of 
nuclear power equipment 


from France. $3bn from Can- 
ada and $4bn hum Russia, 
according to yesterday's 
report. "The US actions 
pushed the huge Chinese 
market to its competitors." 
Mr Zhou explained. 

He "urged the US authori- 
ties to take actions to free 
nuclear power exports to 
China, which plans to build 
several plants before 2000." 

Mr Jiang is due to meet Mr 
Clinton in late October, the 
first Sino-US summit at the 
White House since 1989 and 
an opportunity for both men 
to proclaim substantial 
Improvement in the often 
difficult relationship. 

Beijing has identified 
Westinghouse, the US com- 
pany, as one or the chief vic- 
tims of the sanctions on 
nuclear machinery, arguing 
that it has been forced to 


withdraw from bidding for 
lucrative nuclear power con- 
struction projects. 

Mr Zhou cited Westing- 
house as a “very strong com- 
petitor in bidding for China's 
nuclear power construction.” 
but added that while "US 
companies are competitive 
in both technology and 
price, they lack these oppor- 
tunities'*. 

Washington officials have 
said they are considering the 
issue, but have signalled 
that they are not immedi- 
ately ready to lift the ban, a 
move which would meet 
strong resistance from US 
human rights groups. For US 
companies to sell nuclear 
equipment to China, the 
White House would have to 
certify a 1985 nuclear 
co-operation agreement 
designed to halt the prolifer- 


ation of nuclear weapons to 
non- weapons countries. 

China also cited sanctions 
on other high-tech products, 
such as electronics, digitally 
controlled machines and 
electronic equipment, which 
it would like to see lifted. It 
argued that the US ban on 
military equipment or prod- 
ucts for other “sensitive sec- 
tors" was actually restrict- 
ing civilian products from 
entering China - 
■ China's inflation rate 
could be as low as 2 per cent 
this year, well below the 
government's target of 6 per 
cent, according to the chief 
economist of the State Statis- 
tical Bureau. Retail prices 
edged up 1.6 per cent 
between January and July of 
this year, as inflation has bit 
its lowest levels since the 
mid-1980s. 


Investor funds 
target growth 
in Lebanon 


Israeli 


Thousands mourn 
top Pakistani singer 


y"- ■ 


T housands of mourners 
gathered yesterday at 
the home of Nusrat 
Fateh Ali Khan, Pakistan's 
great singer, who died of a 
heart attack' at London's 
Cromwell hospital on Satur- 
day at the age of 49. Wailing 
in devotion, the mourners 
moved from Mr Khan 'a home 
in Lahore to his birthplace 
in Faisalabad two hours 
away, where his body was 
laid to rest 

In Pakistan, .the chubby 
performer . ’ will best be 
remanbered tor giving fresh 
life to the qawali. the music 
of an anc ie nt Islamic move- 
ment called Sufism, by fus- 
ing ft with western rhythms 
and tunes. 1 

In the 1990s, his audience 
broadened to : include west- 
ern artists: One oTMs west- 
ern admirers was Peter 
Gabriel, who'. used Khan's 
piercing voice in his compo- 
sition for the controversial 
movie. The Last Temptation 
of Christ. . 7 . 

Other western movie per- 
formances Included. '.Natural 
Born ISBers and Dead Man 
Walking. 

Khan's concerts earned 
him admirers worldwide. In 
Japan, concert-goers usually 


took off their shoes as a 
mark of respect. 

Even in neighbouring 
India, Pakistan's arch-rival, 
Khan became known as the 
most eminent cultural 
ambassador from across the 
border. Although he was 
condemned by the conserva- 
tive Shiv sena group and 
threatened with a perfor- 
mance ban in India, Khan's 
CDs. cassettes and videos 
became a hit there. 

Some commentators critic- 
ised Khan for diluting the 
qawali, a traditional art 
form. He responded to his 
critics in a recent interview 
with The Herald, a P akistani 
magazine, saying: "Attitudes 
have changed, you can no 
longer find those audiences, 
those connoisseurs (of the 
past]. Today, people come to 
a qawali to have a good 
time. During the perfor- 
mance, they talk of business, 
swap anecdotes. Previously 
it was considered a form of 
worship. 

“The new generation had 
not been introduced to the 
qawali. My idea was that 
this is such a vibrant art 
form, it has snch a tremen- 
dous beat, such power, that 
the new generation should 


be made aware of it." 

Young Pakistanis, who are 
among Khan's most devoted 
fans, never let him down. 
Cars bearing stickers with 
the Inscription "Ali da 
maUmg”. a verse from one of 
his songs, quickly became 
trendy on the streets of 
Pakistan after his first four 
qawali songs were released 
eight years ago. 

Khawaja Parvez. a leading 
Pakistani composer who 
composed those songs, yes- 
terday described Khan as 
"an unrivalled performer 
whose biggest achievement 
was to strike a balance 
between the old and the new 
styles, and to create a 
refreshing product." 

Khan's sudden and spec- 
tacular success was quickly 
followed by popular stories 
such as one suggesting the 
musician had been blessed 
by a holy «gn who promised 
eternity tor his talent 

Khan's growing popularity 
was further helped by the 
offer of a year-long stint as a 
visiting professor of music at 
the University of Washing- 
ton in Seattle, the first such 
opportunity for a Pakistani 
musician. In recognition of 
his performance. Khan won 






Nusrat Fateh Ali Khan: popular with young 


prestigious awards in France 
and Japan, in addition to 
being decorated at home. 

Khan's one last wish 
remained unfulfilled. He 
wanted to establish a music 
academy in Pakistan, a 
country with virtually no 
opportunities for forma] 
coaching. 

He has also left no visible 
successor. Farrukh. his 


younger brother, and Rahat, 
a nephew, who both per- 
formed among his team of 
instrumentalists have yet to 
show their talent. Khan's 12- 
year-old daughter, Nida, his 
only child, is still too young, 
and there is virtually no tra- 
dition of women performers 
in qawali 

Farhan Bokhan 


By Rouia Khalaf in London 

Regent Pacific of Hong Kong 
is preparing to raise $50m to 
invest in listed Lebanese 
equities, according to Julian 
Mayo, company director for 
corporate finance. 

The Regent Pacific fund, if 
successful, would be the sec- 
ond Lebanon fund to emerge 
this summer. Last week, 
Lebanon Invest, a Beirut 
investment bank, and SBC 
Warburg raised more than 
the $SOm they were seeking 
: in a closed-end investment 
I fund to invest in private Leb- 
anese equities. The Lebanon 
Holdings fund is to be listed 
in Luxembourg and Beirut 
and will be managed by Lon- 
don-based Blakeney Manage- 
ment. 

Regent Pacific, an emerg- 
ing market specialist, will be 
raising the funds in Septem- 
ber to Invest mainly in listed 
equities. Although some 
stocks have doubled in price 
since the beginning of this 
year, Beirut’s stock market, 
opened in 1996. so far has 
been a disappointment to 
those who believed it would 
be Lebanon's ticket to reas- 
serting itself as a regional 
financial market. 

The market, with about 
$4bn in capitalisation, has 
only eight companies listed, 
with four more trading over 
the counter. At least half the 
capitalisation is taken up by 
Solidere. the property i_-om- 
pany developing Beirut's 
war-ravaged historical cen- 
tre. 

The Lebanon Holdings 
fund is following a different 
approach. It will invest in 
private companies with a 
view to taking them public 
on (be Beirut stock exchange 
within two to three years. 
According to Khaled Abdel 
Majeed of Blakeney Manage- 
ment. the idea behind the 
fund is to provide develop- 
ment capital to companies 
that have under-invested 
during Lebanon's 17 years of 
civil war and need to mod- 
ernise their plant and equip- 
ment. 

The fund will at first focus 
on the banking sector. Leba- 
non's 79 banks are under 
pressure to improve capital 


ratios, which is already lead- 
ing to consolidation. 

Lebanon is an adventur- 
ous investment choice, hav- 
ing just emerged from civil 
war. But appetite for Leban- 
ese securities - bonds in par- 
ticular - has been on the 
rise. 

The Lebanese government 
has raised more than 51 bn in 
three eurobond issues since 
1994. In the past year. Leban- 
ese banks have become regu- 
lar issuers of bonds on inter- 
national capital markets. 
Emboldened by its place- 
ment success, the govern- 
ment is now planning to 
raise another Slbn worth of 
bonds over the next three 
years, with maturities run- 
ning up to 30 years. 

Lebanon's future is closely 
tied to that of the faltering 
peace process. Domestically, 
the government is besieged 
by rising discontent over a 
S60bn reconstruction plan 
seen to be widening income 
disparities. 

Gross domestic product 
growth has been sluggish in 
the last two years, following 
the 7 per cent average 
recorded in 1992-95. In the : 
first quarter of this year, it . 
fell below last year's rate or 
only -1 per cent. Domestic 
debt is rising: it doubled 
between 1994 to 1996. The 
government has been run- 
ning large public deficits, 
wbich consistently overrun 
targets. In the first quarter 
of this year, the deficit, as a 
percentage of expenditures 
(GDP is still not accurately 
calculated), was at nearly 60 
per cent, compared to a 38 
per cent target. 

Mr Mayo does not minim- 
ise the political risk, but 
believes the country’s 
finances are not as dire as 
they seem. “Our philosophy 
is that we believe that when 
there's a major event which 
causes change - such as the 
end of the war - the exis- 
tence of that event gives rise 
to activity," he said. “And 
Lebanon is going through a 
peculiar situation. It is 
rebuilding and one would 
expect the country to run a 
budget deficit and accumu- 
late debt in (airly sizeable 
amounts." 


Hashimoto plan threatens 
bureaucrats’ power bases 


By Gwen Robinson in Tokyo 

A plan to restructure 
Japan's unwieldy bureau- 
cracy and abolish such influ- 
ential bodies as the Ministry 
of International Trade and 
Industry (Mltl) has pitted the 
administration of Ryu taro 
Hashimoto. the prime minis- 
ter, against the country's 
bureaucratic elite. 

The plan is the latest 
attempt by Mr Hashimoto to 
extend his "big bang" 
reformist push to adminis- 
trative-matters. It is also 
widely seen. as an attempt to 
gain more control for politi- 
cians over an excessively 
powerful bureaucracy, which 
has traditionally decided all 
important policy matters 
and defeated numerous past 
administrations on issues 
ran gin g from taxes to diplo- 
macy. 

Mr Hashimoto heads the 
administrative reform coun- 
cil. a group of politicians, 
academics and government 
advisers which has proposed 
cutting the number of cen- 
tra] government bodies to 15 
from 21 . 

Last week, a controversial 
detailed draft plan of how 
this would be done was pres- 
ented to the council by a 


subcommittee. Under a time- 
table announced earlier, Mr 
Hashimoto’s council must 
decide by the end of August 
whether to adopt the sub- 
committee's recommenda- 
tions and present an interim 
report. 

Among the draft plan's 
main proposals, Miti, 
regarded as the architect of 
Japan’s postwar growth and 
the main body directing 
international trade policy 
and domestic industry, 
would be absorbed into a 
new Ministry of Economy 
and Industry. The new min- 
istry would also take over 
most or the Finance Minis- 
try's functions, under the 
plan's call for the separation 
of fiscal and financial man- 
agement functions. 

The Finance Ministry, 
which currently enjoys per- 
vasive power over the coun- 
try's fiscal policy, state 
funds and vast financial 
industry, would be reduced 
to dealing with practicalities 
including currency control 
and regulation of financial 
institutions. 

The plan proposes that 
another new ministry called 
the Food and Energy Minis- 
try be created to combine 
some of Miti’s functions with 


those of the current Agricul- 
ture, Forestry and Fisheries 
Ministry. 

Another proposal that has 
provoked uproar in many 
circles is the plan to merge 
transport, postal and tele- 
communications functions 
into a mega-ministry of 
transport and communica- 
tions. 

The highly sensitive ques- 
tion of what would become 
of the postal savings and 
insurance - the country's 
largest public savings 
schemes - was not men- 
tioned in the plan. The 
schemes are now under the 
jurisdiction of the Posts and 
Telecom m u ni cations Minis- 
try, which has irked Japan’s 
leading commercial banks - 
among other financial cir- 
cles. The country's main 
banking association recently 
called for the privatisation of 
these and other functions of 
the Post and Telecommuni- 
cations Ministry. 

The draft plan, however, 
suggests only that the Posts 
and Telecommunications 
Ministry be merged with the 
Transport Ministry, and that 
their information and trans- 
port policy-management 
functions be transferred to 
yet another new ministry 


called the National Land 
Development Ministry. 

One of the few proposals 
to have already won broad 
acceptance in earlier discus- 
sions between members of 
the council and the subcom- 
mittee is the proposal tc 
upgrade the Defence Agency 
into a full-fledged min i s try. 
But in a dissenting view sub- 
mitted with the main draft 
plan, the subcommittee rec- 
ommended leaving the 
agency unchanged, as “it 
would not be wise to give 
other countries the impres- 
sion Japan is strengthening 
its military capability”. The 
agency is currently regarded 
as a junior ministry and 
while it supervises military 
affairs, it lacks real power 
over security policy matters. 

The plan calls for stream- 
lining the numerous agen- ' 
ties and ministries handling 
welfare and employment 1 
issues and merging the func- 
tions into a new and in con- ; 
gruously named People's 
Life Ministry. Civic groups I 
and other private labour and , 
welfare bodies have already | 
expressed concern that the 
combination of so many 
important functions under 
one ministry would under- 
mine their importance. i 



If 





A weeping Kenyan woman is comforted as the body of her husband, killed by unidentified 
attackers in Mombasa on Saturday night, is covered up. About 1 00 roadside kiosks and 
dozens of houses were burnt down around the Kenyan port yesterday after five people were 
killed overnight by the attackers, Reuter reports from Mombasa. The government sent in 
the army to back police and paramilitary units battling to end five days of violence in the 
area, having earlier withdrawn the soldiers. Thirty-one people have died in the fighting. 
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Peters’ refusal to apologise rocks NZ 


prompt 

boycott 

threat 

By Avi Machlis in Jerusalem 

Senior Palestinian officials 
were set to convene last 
night to decide on steps, 
including a boycott of 
Israeli goods, aimed at pres- 
suring Israel into lifting 
sanctions imposed after a 
suicide bombing nearly 
three weeks ago. 

However, experts said the 
move was political, and a 
Palestinian boycott was 
unlikely to change Israel’s 
stance, since the cash- 
strapped Palestinian econ- 
omy is highly dependent on 
imports from the Jewish 
State. 

Maher el-Masri. Palestin- 
ian minister or trade, said 
measures under discussion 
included a "selective" boy- 
cott of Israel goods into the 
West Bank and Gaza Strip. 
He said a panel would “pres- 
ent recommendations to tbe 
Palestinian leadership on a 
strategy for the coming 
period, considering the pres- 
ent siege imposed by tbe 
Israeli government-. 

Mr el-Masri said the clo- 
sures cost the Palestinian 
economy $9m a day. He 
added that Palestinians 
were dismayed at the Israeli 
business sector for not 
pressing the government to 
ease sanctions. "We have 
only heard negative voices." 
be said. "It is on usual from 
tbe Israeli business commu- 
nity. which used to take a 
positive stand on economic 
relations with the Palestin- 
ians." 

Gershon Baskin, Israeli 
director of the Israel Pales- 
tine Centre for Research and 
Information, a joint Israefi- 
Palestinian think tank, said 
the Israeli Palestinian move 
represented "political esca- 
lation”. 

"The boycott bas more to 
do with politics than eco- 
nomics," he said. "Tbe Pal- 
estinian economy cannot 
survive without having 
access to imports from 
Israel." 

In addition, the Israeli 
army said most Israeli goods 
were already barred from 
entry into the West Bank 
and Gaza Strip under terms 
the closure. 

David Bar- 

IIlan, chief spokesman for 
Benjamin Netanyahu, 
Israel's prime minister, said 
a Palestinian boycott would 
not "make a dent in tbe 
Israeli economy". 

AP adds from Amman: The 
Jordanian government 
opened talks with opposi- 
tion groups yesterday to try 
to persuade them to take 
part in the parliament elec- 
tions on November 4. 

Abdol-Majid ThneibaL tbe 
spiritual guide of the funda- 
mentalist Moslem Brother- 
hood. said the talks with 
Abdallah Nsour, deputy 
prime minister, focused on 
"the mechanism of the dia- 
logue". He added that there 
were "positive signs" from 
the government but that 
more meetings were needed. 

In addition to the Brother- 
hood. which bas called for 
an elections boycott, the 
meeting was attended by 
representatives of the Broth- 
erhood’s political arm. the 
Islamic Action Front, and 
the Future party, a small. 
pan-Arab party that has also 
said it will boycott the polls. 

The Islamic Front has 15 
seats in the parliament, 
making it the largest opposi- 
tion groan in the legisla- 
ture. The Future party has 
one. 

Three other left-leaning 
opposition groups also have 
threatened a boycott. They 
have no members in the cur- 
rent parliament, 

A chorus for statehood. 
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Peters: aggressive response 


By Teny Hall in WeBington 

Damning criticism of Winston Peters, 
New Zealand's treasurer, by the so 
called “winebox" commission of 
inquiry into corporate tax avoidance - 
followed by his refusal to apologise or 
accept blame - has increased specula- 
tion that the r uling coalition will fall 
apart before tbe next general election. 

Many National MPs - including Jim 
Bolger. prime minister - are clearly 
distressed at the aggressive way Mr 
Peters responded on Friday. The report 
into the winebox scandal - stolen com- 
pany documents were placed in a wine- 
box - concluded there was no evidence 
of tax fraud as claimed by Mr Peters. 

The commissioner. Sir Ronald Davi- 
son, a former Chief Justice, said Mr 
Peters had produced no evidence of 
unlawful conduct, impropriety, or 
incompetence by senior civil servants 
and that accusations against leading 


companies including Brierley Invest- 
ments and Fay. Richwhite were “false 
and completely unjustified". 

There have been widespread calls for 
Mr Peters to resign as treasurer, as it is 
believed that his criticism of leading 
business figures has the capacity to 
damage the government severely. 

Referring to Mr Peters* accusations, 
all made under parliamentary privi- 
lege, Sir Ronald said: "Winston Peters 
took the attitude that he had made the 
allegations and the persons concerned 
were guilty." 

Mr Peters responded by saying the 
com mi ss io n's report was wrong, and 
that he would seek a judicial review. 
His responses, and lack of contrition, 
have been widely criticised by feUow 
MPs, including National MPs, while his 
own NZ First MPs have also distanced 
themselves on the issue. 

Mr Peters’ anger at the commission’s 
findings Is obvious. Since his appoint- 


ment as Treasurer he has done nothing 
to binder the National party's eco- 
nomic reform programme and has 
actively promoted his own rightwing 
policies to force the lower-paid and 
underprivileged towards self-help ways 
to improve their situations. 

Mr Peters’ difficulties stem from a 
period four years ago when he had 
broken with the National party and 
was seeking publicity to form his own 
new parly. 

National party strategists say there 
is no need for Mr Peters to resign as 
treasurer, as the public face of the min- 
istry continues to be that of his col- 
league, Bill Birch, who has been min- 
ister of finance for the past four years 
and is respected internationally. In 
spite of this the issue is obviously wor- 
rying the goveunmenL The latest opin- 
ion polls show that its popularity is 
falling fast, largely because of a series 
of scandals involving NZ First MPs. 


Many of the difficulties centre on the 
different constituencies of the two 
coalition parties. The National party 
has traditionally been backed by the 
business and fanning sector, while Mr 
Peters’ party, NZ First, draws much of 
its support from underprivileged Maori 
voters and the aged. 

A poll last week showed that 
National still tbe biggest party in par- 
liament, retains 38 per cent support, 
while NZ First has dropped from 17 to 3 
per cent, suggesting it would lose all its 
seats if an election was held in the near 
future. , ^ 

Most worryingly. the poll showed . < 
per cent disapproval for the coalition 
government. National party strategists 
are known to be seeking to distance 
themselves from their troublesome 
partner, and are reported to be seeking 
to woo opposition MPs to join the gov- 
ernment in case NZ First "self 
dcstrurN'’ 


Mr Bolger - whose own standing 
appears to have been damaged by his 
recent close links with Mr Peters - also 
appears to be showing signs that he 
does not believe the coalition will sur- 

^He pointedly apologised to the civil 

servants who bad been cleared in the 
winebox inquin'. Md sat elsewhere in 
parliament when Mr Peters refused to 

follow his example. 

The next big test for the coalition 
mav come this week. A new minister is 
due to be appointed to replace Neil 
Kirton, a junior health minister who 
was sacked by Mr Peters a week ago. 
There is talk this job may be given to a 
National rather than an NZ First back- 
bencher wbich would upset Mr Peters’ 
parliamentary supporters. There are 
also considerable concerns about how 
long Mr Kirton will continue to support 
the coalition government, which has a 
one-seat majority. 
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Windfall payments set to boost imports 


By Robert Chote, 

Economics Editor 

Beneficiaries of mutually owned 
lending institutions' windfall pay- 
ments are likely to spend almost a 
quarter of the £35bn (S57.05tm) they 
receive this year, but this should 
attract Imports rather than fuel 
inflation. 

The conclusion comes from a 
survey of more than 900 windfall 
recipients commissioned by Robert 
Fleming Securities, the UK-based 
broker, and Mintei International, 
the market research company. 

The Bank of England, the UK's 


central bank, said last week that it 
was frnmmiKKinning a similar exer- 
cise. 

The survey suggests that people 
will spend, about ££L2bn from their 
windfalls, 23.2 per cent of the 
expected total This Includes £2.1bn 
likely to be spent on holidays and a 
further £2.1bn on furniture, carpets 
and home improvements. House- 
hold electrical items and motor 
vehicles are each expected to 
absorb about £800hl 

The proportion of windfall pay- 
ments that people say they have 
spent, or intend to spend, is at the 
upper end of previous estimates. A 


recent opinion poll carried out by 
the market research group Mori 
suggested that between 10 and 25 
per cent would be spent. 

But Peter Warburton, economic 
adviser at Robert Fle ming , argues 
that the spending from windfalls 
does not mean that further inter- 
est-rate increases are needed to 
keep inflation in line with the 
government's target. "Rather than 
stoking up an inflationary prob- 
lem. it appears that the additional 
burden placed on domestic 
output is relatively minor," lie 
said 

The impact on inflati on win be 


limited because almost 40 per cent 
of the windfall expenditure win be 
devoted to imported goods and ser- 
vices, twice the proportion for con- 
sumer spending as a whole. 

The import content of spending 
is about 74 per cent for holidays 
and 43 per cent for household elec- 
trical items, although it Is only 19 
per cent for furnishings and home 
improvements. Mr Warburton esti- 
mated this would add E3bn to the 
current account deficit this year. 

In aggregate, windfall- 
financed expenditure will add L7 
per cent to consumer spending this 
year in cash terms, and 1.3 per cent 


after adjusting for inflation. 

This Is slightly more than the 1 
per cent addition to consumer 
spending expected by the Bank of 
England. 

Only a few respondents to- the 
survey indicated that the windfalls 
would have a permanent impact on 
their enthusiasm for spending. 

"The singe in consumer confi- 
dence, which has occurred during 
the last six months as these 
windfall payments have been 
eagerly awaited, is therefore 
likely to be reversed quite 
rapidly this autumn," said 
Mr Warburton. 


MoD shortlists 
six bidders to 
save Britannia 

est of the UK”. He said the 



Shake-up for Daihatsu 


By George Parker, 

Political Correspondent 

Defence chiefs have 
compiled a shortlist of six 
bidders to turn the royal 
yacht Britannia into a tour- 
ist attraction and conference 
centre, days after the 
government said it wanted 
to retain the vessel for the 
royal family. 

The decision to press 
ahead with plans to decom- 
mission the yacht will be 
seen as a rebuff to Peter 
Mandelsou, minister without 
portfolio, who said earlier 
this month he hoped Brit in- 
nia's life could be extended 
by 20 to 30 years. 

Mr Mandelson's intern rn- 
tion infuriated defence ctfi- 
cials. who argue that run- 
ning costs for the 43-year- jld 
vessel would run to millions 
of pounds a year even if she 
has a £50m refit. 

A few days after Mr 
Mandelson's comments, the 
Ministry’ of Defence intensi- 
fied its search for an alterna- 
tive use for Britannia. Hie 
ministry wants to use the 
money raised from the sale 
to help buy a new yacht. 

Chris Verey. head of the 

Navy’s secretariat, wrote to 
interested parties asking for 
more information on how a 
decommissioned yacht might 
be found “a suitably presti- 
gious use in the public inler- 


MoD had received 21 propos- 
als, nearly all envisaging a 
mix of visitor attractions 
and conference/banqueting 
use, but the list had been 
narrowed down to six uni- 
dentified bidders. 

Stressing the government 
was keeping its options 
open, and there was no pre- 
sumption the yacht would be 
preserved, he said: "Depend- 
ing on the information pro- 
vided. it is hoped that a deci- 
sion on Britannia can be 
taken before she is decom- 
missioned in December." 

The MoD's enthusiasm for 
decommissioning the yacht 
contrasts with the backing 
given by Mr Mandelson on 
August 3 to a privately 
funded refit “Ministers are 
working very energetically 
in trying to devise a way in 
which we can both keep the 
yacht and refurbish it prop- 
erly so that it is good for the 
royal family and great for 
Britain too, but using pri- 
vate finance on a lease-back 
arrangement." he said. 

The government’s drive to 
encourage more public-pri- 
vate projects will be given a 
boost today with the arrival - 
of Adrian Montague, former 
co-bead of global project 
finance at Dresdner Klein- 
wort Benson, at the Trea- 
sury to head the new private 
finance taskforce. 


By Haig Simonian 

Japanese-style full-service 
car retailing has moved a 
step closer in Britain with 
the formation of a London 
sales team by Daihatsu, one 
of Japan's leading car- 
makers. 

Unlike a traditional Japa- 
nese car retailer, where cus- 
tomers receive direct service 
at home from a dealer-based 
sales team, City Daihatsu, 
the group's new UK retail 


operation, has no premises. 

Requests for test drives, 
information or servicing are 
handled by a team of "con- 
sultants" who visit custom- 
ers at their home or office. 
Information on prices, model 
availability and extras is 
held in a portable computer, 
as are trade-in values for a 
clients' existing vehicles. 
After the sale, the new car is 
delivered directly to the cus- 
tomer’s home, from where it 
is collected for servicing. 


The venture, which is 
being set up jointly with 
Inch cape, the trading group 
which imports Daihatsu 
vehicles into Britain, is a 
further step in the gradual 
move away from traditional 
car retailing. 

The shift started with Dae- 
woo, the aggressive South 
Korean brand, which chose 
not to establish a traditional 
dealer-based network in 
favour of direct sales and 
sub-contracted servicing. 


Greenpeace's occupation of 
a mobile ofl rig in the north 
Atlantic 60 mjQes west of 
Shetland ended yesterday 
after nine days, with the 

pressure group elaftning 

that four of its members had 
been arrested, for breach of 
the peace, Michael Peel 
writes. 

Protesters boarded the 
Stena Dee in an attempt to 
stop it reaching British 
Petroleum's Foinaven oil 
field, where the rig was 
chartered to work. 

Greenpeace said police on 
board the rig yesterday 
arrested two climbers who 
had been occ upyin g a 
walkway just below the 
surface of the platform and 
two other activists who had 
been Irving since last 
Tuesday in a survival 
capsule attached to one of 
the rig's legs. 

Greenpeace had blocked 
the rig as part of a 
cawip gi g n against oil 
exploration in a drive to 
discourage use of fossil fuels 
which lead to climate 
change. 


sales 

Daihatsu said that its ven- 
ture was less controversial 
than Daewoo's and had the 
frill backing of aviating deal- 
ers. 

Although owned by Inch- 
cape. City Daihatsu will 
operate as a normal dealer- 
ship and receive no special 
treatment, according to the 
company. It said the reason 
for the move was to avoid 
the expense of creating new 
dealerships in central 
London. 


UK NEWS DIGEST 

Utilities set for 
pricing appeal 

Britain's Elect ricity industry will this week consider 
appealing to the Monopolies and Mergera. Commission to 
adj udica te in a mw between the industry and electricity 
regulator, Stephen Littlecbild, over his plans far retail 
electricity competition, doe to begin next April. 

' Professor Littlechild is expected to unveil his plans this 
week in a fifth discussion paper covering the price con- 
trols he deems necessary for the industry in the first two 
years of the competitive market. 

A fourth discussion paper he published, at the beginning 
of July caused widespread dismay within the industry 
and has been the subject of a letter of complaint from, the 
Electricity Association, the industry's lobby, to John Bat- 
tle, energy minister about the alleged unreasonableness of 
fixe regulator’s plans. 

•There was a very strong feeling among us all that the 
fourth dtemigrinn paper was pitched at a level where there 
would be nothing left for competition,'' said the chief 
executive of one large electricity utility. Tf he’s not care- 
ful and doesn’t r-hang*» tack he could find half the indus- 
try will go to the MMC, you cant be in the MMC and 
make 1998 happen at the same time." Simon Holberton 

■ BUILDING MATERIALS 

Compak set for US expansion 

A UK maker of equipment to produce wood substitute 
airwpiri at environmentally conscious consumers is plan- 
ning a large expansion in the US. 

Lincolnshire-based Compak is among the world leaders 
in processing systems to make fibreboard from agricul- 
tural waste such as straw or sugar cane residues. The 
company piaima the products can be cost-competitive 
with conventional fibreboard, such as chipboard, made 
from wood (drippings. 

The products from Compak’s equipment also avoid the 
use of formaldehyde - the chemical normally required to 
bind wood fragments in chipboard and which Is increas- 
ingly regarded as an environmental hazard. 

Compak is forecasting a doubling in annual sales to 
about £20m by the end of the century, mainly from an 
increase in exports to the US. . Peter Marsh 

■ ENTERTAINMENT j 

Music and video sales slow | 

Musicand video sales in the UK rose by just 4 per cent ! 
last year doe to stiff price competition, says a report pub- : 
lished today by Verdict, the retail consultants. 

Total UK spending on music and videos reached £2J35bn 
($4-64bn) in 1996. The growth rate was the slowest since 
1992, and half as fast as in 1996. The music and video mar- 
ket, which accounts for L8 per cent of all retail sales, 
tends to grow faster than the rest of the retail sector. 

Pre-recorded video sales rose by just JL9 par cent in 1966 
to £812m, the lowest rate of increase since videos reached 
the market in the 1980s. The slowdown was due mainly to 
growing price competition in best-selling videos, and to 
the rise of satellite and cable television. Music sales rose 
3.8 per cent to £1.66bn In the year. Sales of blank audio 
and video tapes jumped 8 per cent to £35Qm. 

Verdict says the most important change in the sector 
last year was the expansion Into music and video by 
su permarkets. They now account for ll per cent of music 
and video sales, up from 3 per cent in 1991. Simon Super 
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DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Abbey National Treasury 
Services Gtd FRN 2002 
El 657.95 
Aon $0.26 

Bradford & Blngley Bldg 
Scty Cllrd FRN 2003 £35.02 
Credit Fonder de France 
10%% Gtd Sri Ln 2011/12 / 
13/14 £256.25 
Eksportfinans FRN 2003 
$26.75 

French 1 .575p 
Halifax Cllrd FRN 2003 
£34.71 

HaJma 1 ,868p 

MBL Fin (Curacao) 6%% 

Gtd Bd 2002 $675000.0 
Mountview Estates 3 Op 
Nat West Bank Prim Cap 
FRN Ser B $292.24 
Prudential 7%% Bd 2005 
$71 .25 

St James Beach Hotels 4p 
Scottish Metrolpolttan 
Property 1 .2p 
State Bank of New South 
Wales 11%% Bd 2001 
A$1 17.50 

Do Ext FRN $292.24 


■ TOMORROW 
BAA 7.9p 
Citicorp $0,525 


Korea Exchange Bank Sb 
FRN 2006 $8244.86 
M & W1.65p 
Nat West Bank Var Rate 
Cap Nts 2008 $157.49 
Swan (John) 22p 
Wyndeham Press 3.2p 
Yrttyspankki Stop Ser B 
Und Sb Var Rate Nts 
$170.90 

■ WEDNESDAY 
AUGUST 20 

Avco Tst Gtd FRN 2000 
£166.36 

Bank of Ireland Units 

Non-Cm Stlg Pf Ser A 

49.8689p 

Do Units Non-Cm 

Irish Pd Pf 

Ser A IR47.4Q01 p 

Barclays O’seas Cap 6%% 

Gtd Nts 1997 C$63.75 

Caterpillar $0.25 

India Fd A 0.3519p 

Do B 0.201 8p 

Royal Bank of Scotland FRN 
2005 £82.71 

VTech (London Reg) $0.05 
Do (Bermuda Reg) $0.05 
Wells Fargo $1.30 

■ THURSDAY 
AUGUST 21 
AJIders 3p 


Assoc Nursing Services 
2.75p 

Chase Manhattan Snr FRN 
2002 $150.52 
Dailywin 4.5p 
DBS Mngmnt 12p 
European Telecom 1.75p 
Paribas French Inv Tst 1.6p 
Universal Salvage 3.55p 


■ FRIDAY 
AUGUST 22 

Allied Colloids 2.51 p 
Anglian Water 24.3p 
BPB G.75p 

BT Fin 6%% Gtd Nts 1997 
$65.0 

Boots 14.3p 
Burtonwood Brewery 5p 
Carlton Comma 4.9p 
Cassidy Brothers 2.25p 
Chloride 0.47p 
Do 6% Cm Pf 2.1p 
CJayhfthe 2.57p 
David Glass 
Associates 3p 
Fyffes IR0.5716p 
Hartstone 0.32p 
Intercare 0.8p 
Jones & Shipman Ip 
Kleinwort Charter 
Inv Tst 0.4p 
London frit 2.1 p 


Mitsubishi Tst Rn 
(Asia) Gtd Fxd/FRN 
Aug 2001 $461.25 
NFC 7%% CvBd 2007 
£38.75 

Raglan Prop l.lp 

Royal Bank of Canada 

C$0.39 

600 Grp 3.5p 

TGI 2.35p 

Tex HWgs 3p 

Tokyc^Mitsubfeahl 

Int Tranche A Sb 

FRN 2001 $15550.56 

Do Tranche B Sb FRN 1999 

$15525.0 

United Micro Elec 1%% Bd 
2004 $12.50 


■ SATURDAY 
AUGUST 23 

Nationwide Bidg Scty 4W96 
IL Ln 2024 £3.0778 - ■ 

Treasury 214% IL 2011 
£2.58 


■ SUNDAY 
AUGUST 24 

Burton 8% Un Ln 1996/2001 
£4.0 


UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 
Banner Homes, Riverside 
House, Riverside, Woo bum 
Green, Bucks, 10.00 
MS Int, Doncaster Moat 
House, Warms worth, 
Doncaster, 12.00 
Merrytiown, htoram Village 
Hall, Horam, East Sussex, 
10.30 

BOARD MEETINGS: 

Final: 

Hydro-Dynamic Products 
Interims: 

Alliance Tst 
Argos 

Severfteld -Reeve 
Taylor Nelson 
Torday & Carlisle 

■ TOMORROW 
COMPANY MEETINGS: 
Anita, Chess Building, 
Caxton Way, Watford 
Business Park, Watford, 
11.00 

China Inv Tst, 

Knights bridge House, 197, 
Knightsbridge, S.W., 10.30 

BOARD MEETINGS: 

Finals: 

Brown & Jackson 


Future Integrated 

Pifco 

Stoves 

Interims: 

BaHey (Ben) 

Emess 

IPon 

Parity 

Shires Smaller Co’s 


■ WEDNESDAY 
AUGUST 20 
COMPANY MEETINGS: 
Avocet Mining, Rubens 
Hotel, Buckingham Palace 
Road, S.W., 11.00 
EfDott (B), Elliott House, 
Victoria Road, N.W., 12.00 
European Telecom, 
Radisson Edwardian Hotel, 
140, Bath Road, Hayes, 
Middx.. 2.00 

Investment Trust of . 
Inv es t m en t Trusts, 
Knightsbridge House, 197. 
Knightsbridge, S.W., 11-00 
Novo, 6, Broad gate, E.G., 
11.00 

Sims Food, 120, CheapskJe, 
E.C. 3.30 

TGI, Pinners Hafl, 105-108, 
Old Broad Street EC., • 
11.00 

BOARD MEETINGS:- 


Final: 

Armltage 

interims: 

BLP 

Bodycote 

Edinburgh Oil & Gas 
Nichols (JNHWmto) 
RentokO Initial 
Richardsons Westgarth 
Weir 


Group Tat ■ - 

Halifax 

■ FRIDAY 
AUGUST 22 

COMPANY METING: \ 
600 Group. ’Motorway \ 
Trading Estate, Getters Hall 
Road, Shopshed - 
' Loughborough, Leices., \ 
- 12.00 . •-> ; 


■ THURSDAY 
AUGUST 21 

COMPANY MEETINGS: 

Bulgin (A F), Bypass Read, *7 
Barking, Essex, 3.00 - j 

Burtonwood Brewery, Rake : 
Hall Hotel, Little Stanney,-.. 
Chester, 12.00 

Inner Workings, 152, Bath / 
Street Glasgow, 10.00 
Jones & Shipman, Leicester 
Hotel, Leicester, 12.00 
TR Technology, 3 Finsbury 
Ave.aC. 12.30 .. .. 

Trifast, Trifast House, • 
Beltt>rook Park, Uckfield, • 

East Sussex, 12.00 

BOARD MEETINGS: 

Interims: 

CFS ' 

Clarice (T) 


. BOARD MEETING: !. 
Interim: 

Braime (TF & JH) _ 


Cony&ny r neetingsai? 
annual general meeting - 
unless othervtisB stated. 
Please- note:. Reports, and 
accounts are not normally 
available until approxim ately 
sbeweeks after theboard 
meeting to' approve the 
preliminary results. 

Thte Sst (S-notjiecesScdly . 
comprehensive since . 
con^artes si© noloriger 
obliged tonotffytbe Stock 
Bcchange of Imminent 
armpunc«twni& 











settled 




«• - rorbtn 


dTOfiao, 




[ ■'-; »\ ■■ ■'- ■ 


Apart frorn our devoted readers in five continents and our sales exceeding any other Turkish newspaper 
there is now a third indicator of our dedication to quality: The ISO 9001 certificate. 

And all we had to do for if was what we have been doing for the past 49 years. 

If you have any intention of investing in Turkey, make sure you invest on quality. 

. Make sure you choose the opinion leading and best selling Turkish newspaper: HQrriyet. 


urri 


The Leading Turkish Daily Newspaper 

visit our web site at www.hurriyet.com.tr 
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THIS WEEK 


L ance Corporal Sebastian 
Wagner, 22, a Luftwaffe 
conscript based at the 
federal defence ministry 
at Hardthdhe, is just the sort of 
chap to make a German general's 
medals glow. “Having received a 
lot from the state - benefits and 
advantages - I think that I 
should make my contribution,'’ 
he says. 

In a few weeks, L.Cpl Wagner 
completes his 10-month military 
service and heads for Hano ver to 
study business management By 
then, a remarkable debate over 
the future of Germany's 135,000- 
strong conscript force should 
have abated. The controversy has 
been remarkable not because of 
its intensity, but because of the 
effectiveness with which argu- 
ments elsewhere in the Nato 
defence alliance In favour of 
smaller, full y-profess io nal forces 
designed to react swiftly to dan- 
gers around the world have been 
dismissed. 

Helmut KohL the chancellor - 


The people’s army 


on holiday by the Wolfgangsee in 
Austria after a wretched sum- 
mer's bickering over economic 
reforms - has secured a broad 
consensus within his governing 
coalition for retaining a “people's 
army". 

The conscription issue arose 
because of a decision by the 
liberal-inclined Free Democratic 
Party, the Junior coalition part- 
ner. to poll its members on aboli- 
tion. Jflrgen Mbllemann, party 
chairman in North Rhine West- 
phalia, argued that the FDP had 
a chance “to develop its profile as 
a reform party” . 

Prance bad recognised the pro- 
found change wrought by the end 
of the cold war and was moving 
towards abolition, Mr MOUemann 
pointed out. while the concept of 
a professional force “has long 
been proved" in the US and the 


DATELINE 


Bonn: The 
operation to halt 
the flooding of the 
Oder has bolstered 
public support for 
conscription, 
writes 

Ralph Atkins 


UK. “We should follow these 
good examples," he said. 

But Mr Kohl, a self-declared 
“passionate supporter” of con- 
scription, had fortune on his side. 
The debate surfaced just as Ger- 


many battled against once-in-a- 
1,000-year rains which threatened 
to devastate large areas along the 
river Oder on its Polish border. 
Of the 30,000 soldiers deployed, 
more than half were conscripts 
who worked long shifts filling 
sandbags to save crumbling 
dykes. It was one of Germany's 
largest and most impressive mili- 
tary operations for more than 30 
years. 

Mr Kohl says the Oder defence 
showed the army “Is oar son" 
and had fulfilled the of its 
founding fathers to be . a military 
farce “that represents the people 
completely”. Among those nod- 
ding assent was Klaus Kinkel, 
Germany's foreign minister and 
former FDP leader who last week 
confidently predicted his party’s 
poll would find no majority for 
abolition. 


The Oder was a cathartic exer- 
cise. At just fiie right time, the 
conscript army showed it could 
act as effectively as any folly pro- 
fessional force. It justified con- 
tinuing faith in a system 
designed after the second world 
war deliberately - and fear obvi- 
ous historical reasons - to avoid 
the creation a military elite, to 
eschew pomp and ceremony, and 
to retain strong connections with 
the population. 

“There is a deep-down convic- 
tion that democracy and con- 
scription belong together, ft was 
quite a blow when the French did 
away with the latter," says Pro- 
fessor Michael StOrmer, director 
of Stiftung Wissenschaft und 
Polttik, the foreign affairs and 
defence poEcy institute. 

Over the years, the system, has 
become entrenched. Serving 


young men - there is no .female 
equivalent - are usually based 
near their homes and often travel 
back at weekends, creating a 
decentralised force -with strong 
local links. After their 10-month . 
service, former conscripts receive 
further training and can be recal- 
led in emergencies, reinforcing 
the perception of The armed 
forces as an enhanced /civil 
defence organisation. 

The military establishment . 
argues the system gives it a bet-- 
ter selection of the “cream of 
youth”. It also means a younger - 
military: the avenge age Is 26, 
compared with 38 In Belgium. 
And, as one HardthOhe officer . 
points out, “a 26-year-old Is 
quicker at wrung than a 

36-year-old”. 

For those who object, there is a 
civil alternative, to which little 


stigma is attached. . As a result, 
the health'. and social services 
have an abundant supply of low- 
, .cost workers to help in hospitals 
mid ofinar areas.' 

But the strong support for a 
conscript .army also betrays the 
iqonoem -that Germans still feel 
about- their armed/forces serving- 
abroad as professional peace- 
,- kefipers. /WhSe. German soldiers 
havet-seved hr. Bosnia (though 
/only, conscripts- who volun- 
teered), 1 ihe conilict' in former 
Yugoslavia Is a dear example of 
the need mot only for highly, 
trained forces butsoldlers aware 

- of the x^ion's complex politics. 
A conscript army is : a cumber- 
some force' requiring; in Ger- 

- many's case at least, more civil- 
ians in admizdstratiem jbbs than 
conscript soldiers. ' 

Such ’ cancans do not worry 
L.Cpl Wagner. “I think that, even 
’ without the Oder,you can be sen- 
sibly deployed, making a contri- 
bution for the armed services, or 
. my fatherland." • 


The Monday Profile • Hugh McColl 


NationsBank action man 


FT GUIDE TO: 


UNIVERSITY ADMISSIONS 


H ugh McColl. chief 
executive of Nations- 
Bank, is the most 
feared banker in the 
US. And he seems to be unhappy 
about it 

No one has better personified 
the wave of mergers and acquisi- 
tions which have transformed US 
commercial banking in the last 
decade than Mr McColL 
When he took over as chair- 
man of the then North Carolina 
National Bank in 1983. it had 
SBLSbn (£7.8bn) in assets, and no 
branches outside its home state. 
Innumerable takeovers later, the 
renamed NationsBank has $240bn 
in assets, with a retail network 
which spreads through 16 states 
from Maryland to New Mexico. It 
is the fourth largest hank in the 
US. and it means to grow further. 

This was not achieved without 
some aggressive tactics. Mr 
McColl. who spent two years in 
the US Marines, accurately por- 
trays his image as “some media 
caricature of a nail-chewing, 
grenade-tossing jar-head who 
drills his troops before every 
business day". 

The media myth that he keeps 
a grenade on his desk has 
become such a cliche that Mr 
McColl now awards crystal 
grenades to staff for exemplary 
performances. 

Mr McColl says his image is 
inaccurate, and that the main les- 
sons of his time in the service 
were to practise “decentralised 
command” and- “to take care of 
people”. “Leaders make sure 
their troops eat and are bedded 
down first They look after their 
fallen. They practise egalitarian 
leadership." 

So NationsBank's focus is on 
managing transitions and 
improving customer service, and 
it has become an enlightened 
employer. 

A large daycare centre stands 
just outside the company’s 
imposing 60-storey headquarters 
in downtown Charlotte, while Mr 
McCoU's curriculum vitae starts 
with the “Family Champion” title 
awarded to him in 1993 by 



Working Mother magazine. 

The emphasis is on creating a 
“model bank". This is to be a 
“multifaceted delivery system” 
with fewer confusing product 
offerings and common software 
to support cross-selling across a 
range of delivery platforms, 
including the telephone, ATMs 
and personal computers. 

This centralised model, eschew- 
ing the complex chains and sepa- 
rately incorporated banks used 
by some of the other large acquir- 
ing banks, is intended to make 
acquisitions easier to digest 

Not that he disavows the mili- 
tary image entirely. “It’s true 


that we are explosive when we go 
into action. And NationsBank 
has always had an ambition to 
build a national franchise. Bat 
people miss the long and very 
involved strategic p lanning that 
we go through first" 

The last 12 months have seen 
two big deals, both initially 
greeted with criticism on Wall 
Street, which already seem to be 
paying off. Last August, Mr 
McColl bought Boatmen's Banc- 
shares of St Louis for $9.5bn. a 
price equivalent to 2.6 times its 
book value. 

Since then, several big banking 
mergers have gone through at 


higher multiples, and Nations- 
Bank has integrated Boatmen's 
smoothly, finding far greater 
savings than it estimated. 

Then in June this year Nations- 
Bank bought Montgomery Securi- 
ties, a privately held San Fran- 
cisco investment bank, for 
$l_2bn. in a deal primarily aimed 
at giving it the power to offer its 
medium-sized corporate custom- 
ers the option of an initial stock 
market flotation - again causing 
controversy on Wall Street 

And geographically, Mr McColl, 
62, cannot hide an itch to expand 
to the west coast. “Frankly, all 
our research tells us California is 
where we should be next One in 
eight Americans live there and 
it's growing gangbusters." 

Entering the state by acquisi- 
tion is difficult, as California has 
already had its own internal 
wave of mergers. So the new 
“model" could be extended. 

“We don't rule out the possibil- 
ity of entering the state in a fash- 
ion which we’ve never used. We 
could create a network of 
branches in supermarkets. We 
could complement that with a 
series of free-standing kiosks 
with ATM machines. 

“We could spend a lot of money 
doing that and spend less than it 
would take to acquire a large 
franchise - particularly as there 
aren’t that many left" 

NationsBank also has interna- 
tional ambitions, although these 
are subservient to moving west- 
wards within the US. 

But the “model bank” effort is 
at the heart of Mr McCoU’s blue- 
print for Natio nsBank after he 
retires (probably in three years’ 
time). “I want to make Nations- 
Bank a brand. We have high 
name recognition now, but to be 
successful your brand has to 
stand for something. It can't just 
stand for “bank’. 

“In future. NationsBank needs 
to stand for good customer ser- 
vice. We’re light years away from 
where we want to be, but we’re 
going to get there." 


This is the crunch week for UK students hoping 
to win a place at university . But there seams to 
be a big scramble this year. What’s going on? 

In fact, there is a scramble every year as A-level 
students who do not achieve the grades to enter 
their pre fe rred institution hurry to find places at 
universities that still have vacancies. 

But yes, you're right, there is a big scramble 
this year. UCAS, the Universities and Colleges 
Admissions Service, reported a 40 per cent 
increase in late applications compared with last 
year. 


results on Thursday, 220 institutions - out of 256 
- reported 7 vacancie s on 24*000 courses. 

It sounds a lot, but. after the first day , 21X575 
places out: of 310,000. had been confirmed by. uni- 
versities, compared with just 177,019 at the same 
stage last year.' 


Why all the hur ry? 

Tuition fees. Last month, the government 
announced that it will not only scrap the mainte- 
nance gr ant but »iwn allow universities to charge 
students £L,00O-a-year fees from next year. 


Why the big increase In the number of students 
securing places at university so soon after publi- 
cation of the AJevel results? 

The Tnarn reason Is the record pass rate at A-level 
- which rose for the 16th successive year to reach 
87 J. per cent - and the feet that over half the 
students achieved one of the top three grades. 

It means that more students are likely to have 
achieved the A-level grades that their “condi-: 
tional offer” of a university places depends on.- - 


Why should this cause a stampede? 

At the moment, students do not pay tuition fees, 
and many also receive a non repayable grant to 
cover their board and lodging. 

But universities are so strapped for cash - they 
are feeing a £3hn shortfall by 2000 - that the 
g ov ernment hnc rVhnsgn to raise some extra funds 
by charging students. 

Next year students will have to pay tuftfon fees 
and take out loans for everyday expenses - a cost 
which the government calculates could exceed 
£10,000 by the end of a three-year degree. 

As a result, thousands of A-level students who 
had been p lanning a “gap year” between school 
and univers it y are now entering the race for one 
of the last remaining free places in British Higfrw 
educatian. 


Don’t all students who pass their A-levels win 
places at British universities? 

No. It is true that in most countries, students who 
■pass tlio main sfxth- fmm mm can. go On to 

higher education. In Germany, the abtiur is an 
almost automatic ticket to university of your 
choice, as is file baccalaureate in France. 

But in the UK, it is different Most students 
apply before they have taken their A-levels, and 
universities make “conditional offers" on the 
basis of predictions from school teachers. - 


But didn’t the government announce a tuition fee 
amnesty for students taking a “gap year” in 
1997-1998? 

Yes and no. Only those who matte a formal appli- 
cation last year for what is called a "deferred 
entry” place will be given the concession - about 
19,000 students. 

According to the National Union of Students, 
that still leaves about 70,000 students who have 
arranged a “gap year” and who decided to apply 
to university after collecting their results. 


Why don’t British universities follow the interna- 
tional examp le? . 

It would certainly take the stress out of the 
admissions process. 

On the other hand, universities In Europe and 
the United States suffer other problems - over- 
crowded lecture theatres, poor student support by 
British standards, high drop-out rates - because 
of their greater obligation to admit students. 


So how have the 76,000 students taken the news? 
UCAS says there have already been 10,000 late 
applications to the “clearing" system. Admissions 
officials estimate that figure could rise to about 
40,000 before the academic year begins in October. 


John Authers 


What’s the “clearing” system? 

Basically, it is a centralised mapping-up process, 
run by UCAS. which seeks to match qualified 
students with vacancies at universities. 

Shortly after the publication of the A-level 


So does this mean that British students are con- 
demned to a panic-stricken August for ever 
wan/l 

Not necessarily. One option is a Post Qualifica- 
tion Admissions system where students would 
apply once they have received their A-level 
results. - 

UCAS wants It so do the schools and universi- 
ties. The question is practicality: putting back the 
A-levels by a couple of months to give examiners 
and admissions tutors the chance to mark scripts 
and select candidates. 

In the light of this year’s scramble, vice-chah- 
cellors, together with UCAS, are setting up a 
review team to find a solution. 

It could mean that what is dubbed the **FQA" 
will he on every sixth-tanner's lips in five years’ 
time. 


Simon Targett 


PREPARING FOR EMU - 
THE BUSINESS 
PERSPECTIVE 


On 10 September the FT will be holding a 
breakfast seminar in Cardiff hosted by 
Quentin Peel, Foreign Editor. 


The Breakfast Seminar will examine how 
EMU is likely io impact business and how 
European companies are preparing for it. 


Cost £50. Limited places are available. 
To confirm attendance please call 
Julie Arnold on 


44 (0)171 873 4816 by 27 August 


Future FT Breakfast Seminars on 
Preparing for EMU will take place in the 
following UK cities: 


Cardiff 

Manchester 

Belfast 

Birmingham 

Edinburgh 


10 September 
16 October 
5 November 
4 December 
TBA. 


In association with 


If you would like to attend any of 
the above please call Julie Arnold on 
44 (0) 1 7 1 873 48 1 6 (places are limited). 


FINANCIAL TIMES 


No FT, no comment, 


Gillian Tett • Economics Notebook 


Japan prepares to follow fashion 

The central bank could benefit from the adoption of western-style inflation targets 


Australia, Canada and New 
Zealand have one. So do the UK, 
Spain and Sweden. Even Finland 
has recently jumped on the 
bandwagon - and adopted an 
inflation target 

Now some Japanese officials 
are wondering whether they 
should also copy this latest west- 
ern innovation, and introduce 
their own Japan es e-style infla- 
tion targets. 

At face value, it does not seem 
a pressing task. Japan has the 
lowest rate of price growth of 
any leading industrialised nation 
this decade. As the economy has 
sagged, deflation, rather than 
inflation, has been the main 
cause for alarm. 

But the issue has started to 
provoke reflection in Tokyo. In 
April the Bank of Japan will 
undergo its most significant 
change for 50 years. The Japa- 
nese parliament recently passed 
a law that will give the bank - 
hitherto subservient to the 
Finance Ministry - indepen- 
dence in setting interest rates. 

Just bow Independent the 
bank will really be is lincwfahr 
though monetary policy will be 
determined by an independent 
council, some observers fear the 
government may still find 
informal ways to influence deci- 
sions. 

Nevertheless, one change is 
striking. For the first time, the 
bank will be given an explicit 
mandate to guard “price stabil- 
ity". This is a break from the 
past five decades, in which mon- 
etary policy was guided by an 
ambiguous hotchpotch of factors 
including the current account, 
money supply and growth. 

The problem the bank faces - 
along with the 25 other central 
banks granted greater indepen- 
dence since the late 1980s - is 


just how to Interpret this 
goal 

One option would be to define 
“price stability" by watching a 
basket of indices, such as mone- 
tary targets, producer prices and 
retail price inflation. The Ger- 
man Bundesbank effectively 
uses this route (although in pub- 
lic it espouses the use of mone- 
tary targets). 

The other option Japanese offi- 
cials are mulling over would be 
to follow fashion and plump for a 
single inflation target of the sort 
used in New Zealand or the UK 

This latter approach certainly 
has its attractions. Inflation tar- 
gets are transparent, and can 
therefore help protect policy 
from short-term meddling by pol- 
iticians. This in turn bolsters 
inflation credibility in markets. 
Targets can also help engender a 
low inflation mood among the 
public at large: employees, for 
example, may accept smaller 
wage increases if they believe 
the bank will deliver a consist- 
ent, dear inflation target. 

But Is this needed in Japan? 
During the past four years, the 
country recorded an annual 
average Inflation rate of 0J5 per 
cent In April, the index spiked 
up, following a rise in consump- 
tion tax from 3 to 5 per cent But 
most economists believe underly- 
ing inflation shows almost no 
growth. 

Of course, this rosy scenario 
might not last Older Japanese 
officials remember a surge of 
Inflation in the 1970s, partly 
because politicians stopped the 
central bank from raising rates. 
Future bureaucrats might be 
similarly lax. The whole point of 
a target, after all, is to reassure 
markets that rampant inflation - 
however unlikely now - will 
remain unthinkable in future. 
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Such reassurance seems 
unnecessary at present. Japa- 
nese long-term rates are already 
fer lower than other advanced 
industrialised countries. If Japan 
were to adopt the type of targets 
or bands used in other countries 
- the UK's 25 per cent, say - 
this could alarm, rather than 
reassure, the markets because it 
is higher than current inflation 
levels. 

Japan could adopt a lower 
band or target. A band of 
between 0 and 2 per cent might 
be sensible. Or ft could set a 
target near zero infinrinn. 

No other central bank has 
attempted this. And some sus- 
pect it would be unwise. One 
theory circulating among west- 
ern economists is that some 
inflation is needed to “grease the 
wheels” of the employment sys- 
tem. It is easier, the argument 
goes, to make cuts in real wages 
In a recession and main t ain 
employment levels if inflation 
disguises this with nominal 
increases in wage levels. 


This may not hold true in 
Japan. Some intriguing research 
Into employment trends this 
decade by two Bank of Japan 
economists, Takeshi KImura and 
Kazuo Ueda* suggests that 
wages can fell in real- terms in 
Japan in times of low inflation 
because the country’s employ- 
ment system allows easy cute in 
overtime and bonuses. “We -ten- 
tatively conclude that therejs no 
long-run trade off between , the 
goal of stable prices and low 
unemployment in Japan," they 
write. A very low inflation taiv 
get, In other wards, rpay not:be 

implausible. • 

An inflation target -has -other, 
drawbacks. One is the dnMous 
quality of Japanese .ccammaer 
price data. The index is widely 
believed to have understated- 
price growth in recaityears by a; 
fun percentage point or more. 
T his fs because it. has a rela-. 
lively narrow, coverage; tt does 
not, fix 1 example, cover, the Japa- 
nese discount stores that have 
recently emerged. 


Another problem is that an 
Inflation target would not have 
averted Japan’s recent economic 
woes. 

The disastrous '1980s" bubble, 
for example, involved a dramatic 
surge in asset prices. But duting 
this period goods prices ^- strfc ! 
ingly - barely rose. Focusing 
consumer price targets 7 alone 
would thus provide no protection 
against simitar . bnl^ries. - >r .. 

And yet, fOT an these difficul- 
ties, the concept has one override 
ing attraction: simplicSty. lDfla- 
tion targets , can- be relatively 
easfly understood by the public. 
They can even be grasped hypol-. 
itlclans.' They are not- ariflngu.-- 
dUS. -.- • ;. 

For Japan, t±ds concerrt - fe -iKrt 
-merely- attractive; but path- 
breaking: Decisloh-m aking in 
Japan has traditionally been feft 
to the bttreaucrats., ’nfey^ in 
turn, caryed out^policy behind 
■ closed' doors in a^cloud afaihfii- 
graty. Independent. policy debate, 
was often stifled. > . 

- . Gould an . inflation/ target 
ffhang p this? Not antomatiepny- 
. Bmit-iiiigixt give -.the ten fflhe . 
means to resist pressure prom 
-the government, ft -might stinted 
late debate afiput the bank’fr'per- 
fonnance. And this/ In '.turn, 
mighteven ; encourage; badly 
■needed dfecdssion ’.about other, 
.more- pressing, -ecriho mlb f prob- 
lems, such : as, productivity levels. 

■ TTns, in the ,Jast. resofo wwdd 
; be the ■ single . best, reason- for- 
Japan .to -adopt this:lat^t'_wefit- 
an Xv-'-v-;? 


cnrcT £»b jfrxoJ ■- 


ityCo^tBankof '^On^discasz. 
siati paper Apt Takeshf Efamati . , 
Bank.c^Jap(^ : aTzdEjm^rUS^ 
The Unmrsiiy-of tW 
Hoik of Japan ^prH l997. {/:i : I 
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-over 


;-. Meg Carter on plans to 
reposition the cosmetics group 



Jk voo Cosmetics, the 
. / I dcwr-to-door beauty 
r -r^L - company .Aflunc&w 
X X-ito firet UK idver- . 
tiding to *tobst Tour yeat9 
next month, 

, df a 42m facelttt’to broaden 
• the brand's spj>aaL,-' 

Tbe company, founded in 
the US 1X1 ye*ye ago. started 
is the UK .In USO. -Yet white 
it still .enjoys. significant 
worldwide sales- ■* turnover 
was M^bn (£SL9bn) last year. ; 
■'- It has suffered from the 
recession .-and' an old-, 
"fashioned image. 

In the UK, safes tn the first 
half of this year were up 10 
per cent on the same period 
last year, according to UK 
chief executive -; Sandy 
MountfonL Even so. she 
says: -“Too many -people 
regard Awm as; ‘my mmo’a 
jpakeup company’.’’ , 

- 4wjo famously relies on n 


l$Q,006*stroBg, . predomi- 
nantly female UK sales force 
tb'ndl.ils SjOOO products to 
woocien, both at home and in 
, the workplace. Its core Ones 
-are cosmetics* fragrances 
and toiletries although It. 
-also- sells-- Avon-branded , 
jcoen’s and children’s prod- 
ucts, jewellery , gifts, and col- 
tecffiffes. : 

; The company's main sell- 
ing tool is the Avon- bro- 
chure, which is updated and 
reprinted every three weeks. 

Mrs Mppntford, who 
joined Avon as a sales repre- 
aentatlTO In Canada 17 years 
ago, was appointed UK chief 
executive in March last year. 
-While -the company has 
made efforts to broaden the 
appeal of its range to 
.younger .women, its core cli- 
entele remains women aged 
between 25 and 45, she 
explains. 






Raymond Snoddy * Media 

Follow the 
money 


Sandy MountfonL “Too many people regard Avon as “my mom's make-up company ’ 1 


Jk . ndy Lack, president of NBC 
f\ News, does not mince .his 
/"^ words when describing the 
JL JL future of the television 
genre in which'-he has spent his 
working life.’ 

“Ihe present reliance on television 
news w£Q be dead in the next cen- 
tury. My Hds hav$ already begun to 
fall In love ^th the computer 
screro," says Mr Lack whose tasks 
include ovaaeeing the progress of 
MSNBC, the interactiv e t elevfeion 
channel linked to the Internet 
MSNBC, a joint venture between the 
US network company and Bill 
Gates’s Microsoft; ^.-waur launched 
more than a yem agor . 

-MSNBU in the US^ fc really the 
future of NBC NfiW9,” says MrLack. 
u ln the next century, convergence 
will happen. Far me the ‘greatest 
challenge Is to attract the next ^n- _ 
e ration of news and : information 
viewers.*' • - — - 
Although Mr Lack is convinced : 
‘Television win he dead as w» know 
it" in the next ceartary. he empha*. 
tdses ibtt the change wfQ teka lan^- 
ger than most people “expect. 
“There's. been fer -tod. mndi hype, 
and f think Bin Gabs woold agree - 
with me about the speed at w^ch 
this universe is going to change: " 


Hie first step was a new 
logo to update the look of 
the products. The brochure 
was then redesigned to 
appear more contemporary. 

The advertising campaign, 
which has been created 
in-house, will be Avon’s first 
public declaration of its 
repositioning under the 
theme: “Dare to change your 
mind about Avon". 

“The aim is to show people 
we can stand head-to-head 
with anyone in the market- 
place," Mrs Mountford says. 

TELEVISION 


“However, we do not west to 
move away from our core 
market, which is very com- 
mitted and loyal. But we do 
want to expose ourselves to 
customers who are not cur- 
rently buying." 

Another initiative to be 
launched next month is the 
introduction in the UK of an 
0845 telephone number. This 
will enable new customers 
who are not in contact with 
an Avon representative to 
find their nearest sales- 
person or, if they prefer, buy 


goods direct "The key bar- 
rier to buying is where 
someone does not have a 
local rep nearby so they 
most hunt us out,” Mrs 
Mountford says. “Our experi- 
ence suggests people still 
want to buy from home or, 
increasingly, work.” 

It is not insists, an 
attempt to replace the Avon 
sales force, in fact. Avon 
believes it is well-positioned 
to capitalise on consumers’ 
growing interest in direct 
selling and home shopping. 


Chronicle of a 
death foretold 

Andy Lack, president of NBC News, 
predicts the end of TV as we know it 


Is spite of the attention it has 
attracted, MSNBC takes up a small 
part of the research and develop- 
ment budget of General Electric, the 
owner of NBC. The NBC News presi- 
dent believes it will he at least a 
decade before he can get full motion 
video - television as we know it - 
widely available in the US home via 
a PC. 

Mr Lack is encouraged by the per- 
formance of the venture even 
.though on average news days its 
share of US viewing is about 0.1 per 
rent compared with about 0.4 per 
cent for Ted Turner’s Cable News 
Network. Its share equals 100.000 
people who are, almost by definition, 
computer users and enthusiasts. 

“We're not losing money and we 


are flnanfflnlly solid throu g h 1998,” 
he says. He is also encouraged that 
on "big news” days, such as the 
TWA aeroplane crash, there is a 
surge of Interest in the channel. 

The interactive channel is also on 
trial In Latin America and NBC Is 
talking to its partner in Germany, 
NTV. But it could be three to five 
years before the channel is launched 
in Germany and Japan and even lon- 
ger in the UK. he says. 

The channel is just the latest ini- 
tiative by NBC to extend its brand as 
a provider of news and information 
around the world. The station came 
to Europe in 1993 by buying Super 
Channel to get access to 60m 
multi-channel European homes. “We 
didn't appreciate how difficult it 


would be to retain the distribution, 
which is essentially what we bought. 
But we haven’t lost any more money 
than we projected and we are closer 
to breaking even than we thought 
we would be at this point'' says Mr 
Lack. 

Dateline, NBC's nightly news mag- 
azine, has 500,000 viewers a night in 
Europe. “That's a nice little number 
for us. That’s the real me aning of 
brand extension,” he says. 

CNBC was launched in Europe a 
year ago and has, Mr Lack says, 
already established itself. Financial 
Times Television provides a large 
segment of programming daily. 

In April, CNBC Europe quoted 
independent cross-border research 
by Interview International of the 
Netherlands to show that 2.7m view- 
ers bad tuned in over the past year 
compared with 1.7m for European 
Business News, its main rival. 

The one thing Mr Lack is not 
going to do is try to compete head-on 
with CNN’s 24-hour worldwide tele- 
vision news. But, even here, he does 
not rule out round-the-dock televi- 
sion news channels for particular 
countries. 

Raymond Snoddy 


It is clear that the holiday 
season is nearly over 
because the number of invi- 
tations to conferences, semi- 
nars and symposiums to 
consider the future of the 
media, the state of “conver- 
gence”, even of civilisation 
as we know it. Is rising 
remorselessly. 

In the UK, the glasses will 
scarcely have been washed 
after next weekend's Edin- 
burgh International Televi- 
sion Festival before it will 
be time to wander off to the 
Cambridge Convention of 
the Royal Television Soci- 
ety. This weighty junket - 
which promises to try to 
discover what audiences 
want - will clash with 
members of the marketing 
community jumping on to 
the cruise liner Oriana so 
that they can all steam 
around the Channel Islands 
for a couple of days. The 
latter will have no chance 
of escaping from detailed 
consideration of the impor- 
tance of brands aud the 
impact of the television rev- 
olution. 

In Germany, in the first 
week of September, many of 
the same crowd will gather 
for the MedienForum Ber- 
lin-Brandeuburg, the Sev- 
enth International Confer- 
ence for Media Industry and 
Policy. Later in the month, 
British and Italian commu- 
nications policymakers will 
assemble near Siena to con- 
sider the challenge of rapid 
change and whether there 
is any future for Europe's 
public service broadcasters. 

In fact, with a little bit of 
careful planning, media 
executives could come back 
refreshed from their villas 
in Tuscany and spend from 
now until Christmas Eve in 
conferences on the future of 
the media - and end up 
little the wiser. 

All this activity is symp- 
tomatic of genuine con- 
cerns: that technology is 
chang in g the existing com- 
munications environment 
in so radical a way that 
grating businesses could be 
humbled and new empires 


created by the latest equiva- 
lent of Bill Gates aud 
friends popping out of a 
garage. 

The one reassuring thing 
is that so far there is no 
single and easy truth writ- 
ten on a tablet of stone and 
available only to the few. 
Even top media participants 
such as Rupert Murdoch are 
confused. The News Corpo- 
ration chairman, who keeps 
as close a watch as any on 
the latest technology, says 
quite simply he does not 
know the answer to many 
vital questions. These 
include speculation as to 

whether the computer and 
the television set will one 
day fuse into erne or even 
whether computers will 
emerge outright victors. 

A crude stab can, how- 
ever, be made at a few sim- 
ple working hypotheses, 
though these may well have 
to be updated in the light of 
new evidence. 

The history of communi- 
cations suggests that, with 
a very few exceptions, the 
impact of new technology is 
absorbed, the market is 
reshuffled and everyone 
starts communicating again 
- but with even greater 
intensity. No central 
method of communications 
has yet fallen entirely by 
the wayside and been super- 
seded. 

Radio, for example, even 
though it lacks pictures, is 

Technology is 
changing the 
communications 
environment in 
so radical a way 
that businesses 
could be humbled 
and new empires 
created 


flourishing in spite of the 
expansion of television 
chann e ls. It would be wise 
to avoid falling down and 
worshipping the internet - 
well, not just yet anyway - 
before there has been time 
for a proper evaluation of 
what it is really good at 
(e-mail and transactional 
services) and what it is less 
good at (replicating and 
competing with mass 
media). 

All the evidence so far 
suggests that a new com- 
munications technology, 
anything from the video to 
the compact disc and sate]- 
llte television, has usually 
taken at least 10 years to | 
travel from prototype to 
PTit-r pnoVipri mass consumer | 

product 

This means 1 that institu- 
tions will usually have time 
to adapt to change, as long 
as they have been paying 
attention to what has been 
going on and keeping up 
with their research and 
development 

The pioneers usually do 
end up with the arrows in 
their backs, although the 
few, such as Microsoft, that 
make it through the litter of 
small business failures do 
spectacularly well. 

It is still easy to over- 
estimate the impact of 
change on consumers. But 
the information business 
will have to change and be 
less vertically and hierar- 
chically organised. And, as 
Terry McGraw of the infor- 
mation group McGraw Hill 
never tires of saying, it win 
have to spend a lot of time 
s tim ulating and retaining 
its talent 

In the end there is only 
one working hypothesis, or 
truism, that is worth much. 
Take the advice of Deep 
Throat to the Washington 
Post's Watergate investiga- 
tors: follow the money. In 
this case that means watch- 
ing very carefully where the 
consumers are placing their 
bets In information and 
entertainment and then fol- 
low them as if they were 
the Pied Piper. 


Ad in the News • Mercedes 

A model of its kind 


FTid - The internet Directory to 


T here is a school of 
thought . ' that 
believes a brand 
like Mercedes does 
not need to advertise. 
"Everyone knows bow good 
Mercedes are, don’t they?” 
runs the argument - the 
“don't they?” being the prob- 
lem. 

Mercedes has been a spas- 
modic advertiser, particu- 
larly on television. This may 
be explained by the relative 
cost of making the kind of 
glossy commercial in- keep- 
ing with the brand's reputa- 
tion, not to mention the cost 


of television airtime in rela- 
tion to the number of view- 
ers who are prospective Mer- 
cedes buyers. 

Instead the German giant 
has used posters and press 
advertising. These have been 
highly acclaimed within the 
advertising community, 
where Mercedes is perceived 
to be a dream client 

But now there Is a new TV 
commercial containing an 
idea so simple that agencies 
across London will be kick- 
ing themselves, for not hav- 
ing presented it to Mercedes 
before. 


Jams Joplin belts out her 
magnificent Oh Lord, won't 
you buy me a Mercedes-Benz 
on the soundtrack, while we 
watch shots of Mercedes' 
drivers standing proudly by 
their vintage models. 

The ad moves on to fea- 
ture the Cl 80 model. A dog 
hangs out of the window in 
the breeze as the owner 
relaxes into driving. The 
whimsical tone meets the 
agency's brief to humanise a 
brand known for engineer- 
ing quality. It is best dis- 
played in a scene where a 
young boy stands proudly in 


front of his model Mercedes. 

There's also a more pro- 
saic message (which 
explains the move on to TV): 
Mercedes are not as expen- 
sive as you might think. The 
company believes consumers 
over-estimate the cost of its 
cars by at least £10,000. 

That's why the ad finishes 
with the line: “Consider your 
prayers answered. £19,990.” 

It’s proof yet again that in 
advertising the simplest 
ideas can be the best 

Stefano Hatfield 

The author edits Campaign 
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Tim Jackson • On the Web 


The miracle of the Virgin 


This column 
has long been 
bearish on the 
business of 
internet ser- 
vice provision. 
With low 
entry barriers 
and little to 
distinguish one operator 
from another, the industry is 
intensely price-competitive. 

This week, however, I dis- 
covered an internet service 
provider that seems surpris- 
ingly close to making 
money. The company is Vir- 
gin Net, an intemet-com- 
online service launched test 
November as a joint venture 
with CableTel, a subsidiary 
of a US cable conglomerate. 

After an initial advertising 
campaign. Virgin Net claims 

50.000 paying subscribers, 
and says it is signing np 

10.000 more a month. The 
company reports that 80 per 
cent of those who take its 
free one-month trial turn 
into paying customers, and 
quotes a modest chum rate 
of L5 per cent of its user 
base per month (IS per cent 
a year). By this time next 
year, the company hopes to 
have between 15 0,000 and 

200.000 customers: 

The reason behind this 
apparent miracle is Richard 
Branson. The bearded, 
sweater-wearing billionaire 
has stretched the Virgin 
brand to cover everything 
from airlines to hotels, 
records, music retailing, soft 
drinks, wedding dresses and 
fi nan c i al services. 

Branson’s personality is 


central, to the brand. Whoa 
new customers first log on to 
the Virgin Net service, they 
find an automated e-mail 
from him awaiting them. In 
the rmEtaW-frn belief that Mr 
Branson had written to them 
himself, lots of customers 
have replied to the message 
saying how flattered they 
are that he has taken the 
trouble to contact, them in 
person. 

Typically for Mr Branson, 
Virgin Net has priced its ser- 
vice at no (*L6> - far from 
the highest in Britain, but 
certainly not the lowest on 
the block. 

The Virgin Group owns 51 
per cent of Virgin Net. 
CableTel owns the remain- 
der,. but also provides inter- 
net access, hardware, tech 
and service support to the 
company under contract for 
a flat monthly fee per cus- 
tomer per mouth. .. . 

The monthly fee sounds 
low enough to. leave Cable- 
Tel only a narrow profit 
margin. Next May the fee is 
due to fall by 4) per cent 

David Clarke, Virgin -Net’s 
managing director, admits 
he cannot see how CableTel 
will make money under the 
new terms. But he Insists it - 
Is not in Virgin Net’s Inter- 
ests to force CableTel to pro- . 
vide the service ‘at a loss. 
Acquiring customers is 
expensive, the small saving 
in monthly costs from taking 
a tough line with CableTel 
might well cause dispropor- 
tionate customer defections 
if it reduces the quality of > 
service. 


In any case. Virgin Net 
has ambitions to be more 
than just an ISP. The com- 
pany has 60 staff, many of 
whom develop content for a 
web site that is intended as 
the beginnings of an online 
service aimed at non- techni- 
cal, rather down-market cus- 
tomers and in particular stu- 
dents and parents of young 
children. 

In an attempt to remedy 
the internet's American fla- 
vour. the site (wuno.vir- 
girunet) is stuffed with Brit- 
ish information, including 
data from the Automobile 
Association, local air quality 
figures, a British street map, 
and information on a hot 
new site developed by 
Britain's Crown Prosecution 
Service which it is hard to 
imagine Americans and 
Asians flnririwg to. 

■ AOL would probably 
deride the lack of content 
aud the paucity of graphics 
resulting from the feet that 
Virgin Net cannot, as AOL 
does, keep the graphics on 
the client's computer. 

-But Mr Clarke believes 
that a business model like 
AGL’s may be the company's 
destiny. He plans to -put the 
Virgin Megastores -on the 
site, to sell books and to let 
customers buy theatre tick- 
ets and choose exactly where 
to sit , 

AOL is proving increas- 
ingly successful at extract- 
ing placement fees from 
companies that want to sell 
to its customers. It recently 
persuaded Amtaon.com to 
commit an astounding, fstsw 


to became its favoured book- 
seller. 

In the old days, the suc- 
cess of this model depended 
on the fact that the online 
services were closed worlds: 
partners wanting to sell 
inside could be forced to pay 
for access to the customer 
base like hot-dog conces- 
sions in a baseball stadium. 
Today, now that the online 
services have opened up to 
the internet, two factors will 
determine success. 

One is inertia; it helps if 
customers are too lazy or 
technically inept to look for 
books or theatre tickets 
beyond the home page of 
their own provider. The 
other factor is brand loyalty: 
if the imprimatur of the 
online service encourages 
customers to type in their 
credit card numbers, then 
partners will receive value 
from pairing. 

Virgin Net seems to have 
made a promising start Mr 
Clarke ciairrw his cu sto mers 
spend an average 18 minutes 
per session cm the internet, 
six. of which are on Virgin ' 
Net’s own web site. . 

The doubt hanging over I 
the company's future is 
whether this wifi persist as 
its customers become more 
familiar with the internet . 

The good news for Virgin 
Net is that it may still be 
. able to make money if these 
electronic-commerce ambi- 
tions come to naught The 
bad news is that Us infra- 
structure partner may not 
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MANAGEMENT 


Europe is ripe for growth, argue W. Chan Kim and Renee Mauborgne 


E uropean companies are 
often pessimistic about 
the continent's economic 
prospects. They point to 
sluggish growth, high unemploy- 
ment, rigid labour markets and 
the sort of destructive overcapa- 
city that led to the closure of 
Renault's Belgian plant. 

But if Europe is really so badly 
off, why are venture capi talis ts 
increasingly setting up shop 
there? Why is there a growing 
presence of North American 
investors in co ntinental Europe's 
capital markets? And why did 
Microsoft recently decide to build 
an $80m (£53 3m) research centre 
in the UK where it believes some 
of the most exciting research for 
the future is being conducted? 

The answer is that Europe has 
many advantages that make it 
ripe for growth. It has the Euro- 
pean Union, intent upon becom- 
ing the world's biggest market*, it 
has an education level 
unmatched in many parts of the 
world; and It has one of the 
world's greatest collections of 
cultural resources In art. music 
and literature. It also has Ger- 
man production technology, 
French and Italian design flair 
and London's strong capital mar- 
kets. Europe’s proximity to prom- 
ising and growing eastern Euro- 
pean economies and the opening 
of Easdaq, the European stock 
exchange, to raise funds for 
start-up companies are other 
strong assets. 

European companies face 
potentially destabilising forces in 
global competition, deregulation 
and changes in technology, but 
these developments are also 
creating opportunities for innova- 
tive businesses to solve the prob- 
lems of others. 

Hasso Plattner, vice-chairman 
and co-founder of Sap, the Ger- 
man-based business application 
software producer, put it like 
this: "For every weakness Europe 
may have to compete in the infor- 
mation age. it also has numerous 
strengths which give Europe an 
edge.” 

In spite of Europe's sluggish- 
ness in responding to the infor- 
mation age. Sap has run out in 
front, setting the standard in 
business application software 
and earning an estimated 67 per 
cent of world market share. 

But Sap is exceptional. Why do 
many other European com pani es 
appear to have difficulty exploit- 
ing new business opportunities? 

In research running for the 
past live years, we found certain 
discernible factors that distin- 
guish those companies that are 
surging ahead from those that 
are not. Partly it is to do with 
attitude and approach. 

Instead of seeing themselves as 
victims of Europe’s depressing 
industry conditions, the more 
successful companies focus on 
how their own actions create the 
opportunities of their industry. 
The question they pose is not 
"What should we do to improve 
performance in light of the indus- 
try?" but “What should we do to 
offer buyers a quantum leap in 
value which will create soaring 
profitable growth irrespective of 
the economy?” As a result they 
explore a far wider range of stra- 
tegic options than their rivals. 
This opens up their creative 
scope and allows them to see 
opportunities where other Euro- 


Opportunity 

beckons 



pean companies can perceive 
only obstacles. 

The Bert Claeys Group, a Bel- 
gian cinema operator, is a case in 
point. The Belgian cinema indus- 
try had been declining for more 
than three decades and was 
going through an indus try shake- 
out in the late 1980s. As videos, 
cable and satellite TV came into 
Belgian homes and film distribu- 
tors shortened the time between 
the release of a fHm at the cin- 
ema and on video, the fate of the 
industry seemed sealed. 

Acting on the assumption that 
industry conditions are a given. 
Belgian cinema operators tried to 
maximise their share or shrink- 
ing demand by splitting cin emas 
into multiple screens, improving 
marketing and avoiding large, 
fixed-cost investments. That is. 
all except Bert Claeys. 

Bert Claeys saw how its com- 
petitors’ responses were abetting 
the downfall of the industry. 
With small screens, old seats, 
poor projection equipment, 
higher prices and lower choice 
than home entertainment, was it 
surprising that the industry was 
collapsing? 

Bert Claeys refused to accept 
that decline was irreversible and 
set out to put the magic back into 
cinema. In 1988 it built Kinepolis, 
the world’s first “megaplex” with 
25 screens and 7,600 seats. With 


wide screens, spectacular sound, 
comfortable seating, the best pick 
of blockbusters and easy parking. 
Bert Claeys not only won more 
than 50 per cent of the Brussels’ 
market in its first year, but revi- 
talised the industry. 

Cinema demand increased by 
over 40 per cent and the company 
achieved a profit margin that was 
double the industry average. This 
was all made possible by Bert 

Will European 
companies seize the 
advantage by 
shifting their 
strategic thinking 
or will they be 
left behind? 


Claeys’ willingness to challenge 
common perceptions. 

A second barrier that often 
blocks European companies from 
seeing growth opportunities is a 
focus on defending the existing 
order, rather than creating the 
future. Rather than seeing eco- 
nomic changes as an opportunity 
to innovate and grow, many 
European companies see change 
as a threat High -growth compa- 
nies, however, do the exact oppo- 
site and as a consequence find 


opportunities in the midst of 
what others see as treacherous 
industry conditions. 

The Swiss watch industry is a 
classic case, hi the early 1980s 
the industry was on the brink of 
collapse. From being the world- 
wide leader of the watch indus- 
try. by the early 1980s Swiss 
watches accounted for a mere 2 
per cent of the 500m watches sold 
per year. Swiss watches had been 
almost completely driven out of 
the low- and mid-range of the 
market by the low-cost, highly 
accurate quartz watches made by 
Hong Kong and Japan. With 
Switzerland's high labour costs 
the end of its watch industry 
seemed inevitable. 

But, as Nicholas Hayek, the 
newly appointed chairman of 
SMH, the largest Swiss watch- 
maker, was to prove, the Swiss 
were losing not because of low- 
cost Asian imports or high-cost 
labour in Switzerland. They were 
failing because, while the Asians 
had been concentrating on the 
future, the Swiss had been 
defending the present 

The quartz movement was not 
an Asian Invention. It was Swiss. 
Although the quartz movement 
improved accuracy to unheard of 
levels and reduced costs, the 
Swiss did not act on, let alone 
register, this opportunity. Then- 
focus was on defending the tradi- 


tional art of watchmaking based 
on skill-intensive mechanical 
movements. When Mr Hayek reo- 
riented the industry towards the 
future and introduced the highly 
innovative, low-priced, high-qual- 
ity quartz watch, the Swatch, the 
Swiss once again achieved world 
leadership. 

The Swiss reflected Europe’s 
historical strength in innovation. 
Where many European compa- 
nies faff however, is where the 
biggest opportunities are. That is, 
in linking innovation to what 
most buyers value. As innovation 
moves from science to technology 
to snergtng market opportunities 
to mass markets, European com- 
panies’ success rate plummets. 

Commercialisation of new dis- 
coveries is often a shunned topic. 
It could be argued that, in same 
senses, European companies are 
too intellectual. Often it has been 
the Japanese that cash in on 
Europe’s scientific efforts by tak- 
ing its innovations and transla- 
ting them into mass-market prod- 
ucts - as Japan a nd ffnng - Kong 
did with the Swiss watch indus- 
try’s quartz movement 

To seize the fixture, European 
companies have to go beyond 
tprhnningrreii innovation to what 
we term “value innovation” - 
itnWng innovation to what the 
mass of buyers value. 

That is what Hayek did with 
the launch of the Swatch and 
what Renault did with the 1993 
launch of the Twingo - the eco- 
nomical and sty lish gmaU CST — 
creating a selling sensation in 
stark contrast to its recent plant 
closing. Managements must ask 
themselves how their companies’ 
products and services can offer 
consumers radically superior 
value. How do they make buyers’ 
lives more productive, more fun. 
less complex, less troublesome 
and more profitable? At the same 
time, are their products and ser- 
vices priced at a level easily 
accessible to the mass of buyers? 
High-growth companies under- 
stand that offering a new and 
better product or service at a 
price most customers cannot 
afford is like laying an egg 
another company will hatch. 

We have outlined what we con- 
sider to be three important areas 
of strategic thinking which com- 
panies need to adopt if they are 
to prosper - moving from indus- 
try determinism to determining 
industry, from defending the 
present to creating the future, 
and from technological innova- 
tion to value innovation. 

It is not only Sap, the Bert 
Claeys Group or SMH Swatch 
that can prosper in a mature 
marketplace. The opportunity for 
European companies is out there. 
The question is; win they seize 
the advantage by shifting their 
strategic thinking or will they be 
left behind? 

W. Chan Kim is the Boston Con- 
sulting Group Bruce D. Henderson 
professor of international manage- 
ment at Insead, France. Renie 
Mauborgne is Insead distin- 
gidshed fellow and affiliate profes- 
sor of strategy and management. 
She is also president of ITM 
Research. 

This article follows on from 
" Value innovation : the strategic 
logic ctf high growth” in the Har- 
vard Business Review. Jan-Feb 
1997. 
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Recharge the batteries with 
a little time wasting 


H ow much time do you 
waste every day? The 
average senior manager 
wastes two and a half 
hours, according to the lastest time 
management survey. This, so we are 
told, is most alarming. Apparently it 
costs UK companies many millions 
of pounds a year. 

But to me. time wasting on this 
scale is not shocking in the least. 
There is no thing wrong with wast- 
ing time, so long as you do it prop- 
erly. Most of us need to waste some 
time in order to get anything done at 
all. Flipping through the newspa- 
pers, standing by the coffee machine 
or playing a game of patience on the 
PC are all valuable uses of time; 
they recharge the batteries and add 
variety to the day. 

What is shocking about this sur- 
vey is that the executives’ so-called 
“wasted time" is not spent like this 
at alL They rank their top two time 
wasters as interruptions from col- 
leagues and time spent solving other 
people’s problems. This proves what 
I had long suspected: that the mod- 
ern executive has little in common 
with the 1990s model of the caring, 
sharing team player. The fact that 
they see other people's problems as a 
waste of time and fume every time a 
colleague pops a head around the 
door shows how facile ail this talk is 
about manager-as-coach- 
The report concludes - somewhat 
bizarrely - that the answer to the 
time-wasting problem is For all of us 
to bold more off-site meetings. On 
second thoughts, the conclusion is 
not strange at all: the survey was 
carried out by Athenaeum Hotel and 
Apartments, which presumably 
makes a good deal of money from 
this variety of corporate torture. 

These off-site sessions are my idea 
of meetings hell: the office equiva- 
lent of holding a party on a boat. 
You are trapped, and this does little 
to get the creative Juices flowing. 
Furthermore, such meetings are 



Lucy Kellaway 


always too long. In order to justify 
hiring the venue, a huge wack of 
time is usually set aside and the 
agenda crawls on interminably, with 
no chance of sn ealdng back to your 
desk during the longueur. A better 
way of saving time would be to ban 
all off-site meetings and use the time 
for genuine creative time wasting at 
the computer or the dr inks machine. 


Change is out. Predictability is hx. 
At least, there are some encouraging 
signs that it is about to make a 
comeback. Howard Stevenson, the 


management guru from Harvard, 
has written a book with the title Do 
Lunch or Be Lunch, in which he 
extols the virtues of predictability. 

In an interview with the FT last 
week he drew attention to an asym- 
metry in the way that companies 
treat their customers and their 
employees. They have long under- 
stood that consumers like a reliable 
product, and put a lot of effort into 
ensuring that what they sell is thor- 
oughly consistent But they forget 
that employees have as much. If not 
more, desire for things to be depend- 
able. Predictability -does not mean 
that the status quo need prevail for- 


ever. It just means that everyone 
needs to know where they are. A 
pretty basic need. 

Indeed, this all. sounds so obvious 
as to be barely worth saying: Bixt 
companies are so caught up in. try- 
ing to be dynamic and hi -feeding, 
their shareholders witb_-excitirig 
announcements, they tend to ’forget 

it ’ 

. Will the idea catch on asja iisw 
management fad? The problem is 
that it does not sound right I cannot 
see all those fashion-conscious man- 
agers boasting to their rivals' that 
they’ve done quality and done -jkh. 
engineering,, and that now. they- are 
Into predictability. • A'' - 



.1 returned from holiday last week,**’, 
find a letter from a reader taking 
issue with my view that' people, who 
do net take proper holidays nre.iWd 
workaholics with no.'balanice izi^reh' 
lives. The reader (wira-goes by'tha * 
inappropriate name of Mr M&iftgH*. 
day) assures me-that for the past. 40 
years he and his jrife have worked 
80-hour weeks and Jbiye raised a, 
large family. They JMive oncer car 
twice attempted ahollctay hutfound 
it costly, stressful and exbaostmg .. 
and so have .concentrated orulifo's^ 

. small pleasures : instead.* Inihshld 
days when. they ware. Just, starting , 
out in business tbeyiwoiddrunwmd . 
on a Saturday night 'by-fiharmg wjd - 
beer. -Now ‘that their business. is ' 
thriving they aright cetebratej with •; 
the odd glass of claret instead.^' : 

• . It is always nfcg to hear fpon .-JFT ■- 

readers Whose lives have put •* 

so weB.' Unfortunately/ most cf> qs . . 
need to split astgpa&.atXeast. to get • 
anything resembling im^.Wbre-f; - 
over; we crave an occasional-djahge' ; 
of scenery. Qf course,-hoMay*-can V. 
1 be -hefl -.t. baffiy* .behaved children. T , 
crowds - but 'even these, brea ks ,arc . 
worth It because they mak g jgttP K.- 
tog to work a pleasure by ccstras- * 
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Jobs with a difference 


From missiles to 
management 


E or - moat gradwat^s trom 
Europe's ; business schools, , 
befog an oldboy wed to be 
si -pretty, -relaxed affair. An 
ahtrpai- rcanloti used , to mean a for- 
mal dinner, a few rounds of goif -srith 
old chinas or a' summe r garden 
party. Any dona tio ns atn mo i were 
asked. to mate ware lor seme worthy 
dwrttabJe cause. .. . ". 

Bat Bnrajte's alumni aasocigttcai3 

are changing. In recant yeses they 
ham come uniter pressure tram both 
the schools .and. the aTmmrf tharo- 
sehres to, become more professional 

and responsive to badness needs. 

For the business schools, increas- 
ingly starved of government fund- 
ing, alumni are a-potenttal^source of 
revenue both through daaatkim tcad 
course fees. As executives return 
more frequently for executive train- - 
ing throughout their careers, schools 
are despentfeto tie them to their 
aims mater.; --A - - 

For the alunmC the increasing 
pretsure of work means they are 
now reluctant to attend events 
unlew there is a. positive, manage- 
ment pay^ says Bflh& Linnecar, 
director of the Change Partnership 


tmdcfaairmanof fbe A«hriflge Asso- 
ciation in the . US^- which has Just 
edebratedfts stiver jubilee. . ■ 

rBdanh^aremi*±nKWSopl^ 
G ate d, now,” saysMx iinnecar. “Our 
members sue increasingly stressed 
and pressed f&jr-tin* so »e have to 
give them something useful as 
<® posed to something thags good far 
tfaem." . . . 

- : And while most associations have 
organised seminars for some years, 
the content of them is now having to 
phinp, says Ur Unnecar. Whereas 
softer skills were in vogue some 
years agio, today seminars require 
some discussion of more hard-edged 
management techniques to woo par- 
ticipants. .- 

Many ahzrard already give large 
chunks of time, free of charge, far 
the . good of their business schools. 
Almost ail schools rely on past stu- 
dents to help in interviewing pro- 
spective candidates, organising work 

pTa«yw)nnK awri finding jobs. - 4 

. At London Business School, for 
eretoide, 15D alumni in 40 countries 
helped interview students for the 
MBA class which began last Octo- 
ber, says g»«n« Caseley, director of 


Tony AnfcvM 

dubbing together: alumni reunions used to consist of a round of golf 


the alonzni association at LBS. 

But fund-raising is increasingly 
seen as the big issue, particularly at 
LBS and Insead in Fontainebleau. 

When Insead launched its fund- 
raising drive nearly two years ago, it 
was to raise FFr700m (£69 .2m) to 
expand the school. Alumni were ear- 
marked to provide 10 per cent of 
that Alumni have responded differ- 
ently depending on their nationality, 
Says Christopher ITtng , chan - man of 
Avon Rubber and president of the 
Insead alumni association board. 

“The tradition of giving is differ- 
ent country by country," says Mr 
King. “In some countries in Europe 
al umni think it is the job of the state 
to provide the funds." 

- Recent Insead graduates have 


been less reticent, however. Even 
though most of them have large 
debts on graduation, about half are 
still prepared to give to the cause, 
even if it is just a small amount. 

The inarm sing professionalism of 
new MBA graduates is also forcing 
alumni associations to change, says 
Mr King. In particular they are push- 
ing to use the latest technologies - 
at Insead. for example, they have 
been eager to put the alumni address 
lists on to the internet 

That said, the more traditional fes- 
tivities will continue, says the 
alumni association. Devotees of the 
mnuBg garden party can be reas- 
sured that sipping champagne on 
the lawn will be around for some 

time to come. 


Fred Lanes is not your usual MBA. He is not 
a banka- or a management consultant, or 
even a marketing mayi. He is a naval com- 
mander. Indeed, be is the manager In 
charge of the upgrade of America's Toma- 
hawk cruise missile system based at Naval 
Air System Command in Washington DC. 

As an active duty navy officer, Cdr Lanes 
spent 15 years flying 
jets off aircraft carri- 
ers before he talked 
to admirals and top 
civilians in the navy '• 

and decided to move "A 

away from the front -/7 

The navy was quite 5 

happy to give him the £&i J- 

time to study but not ~£=w A 

the fees. So it was fy/k 

Wharton, Pennsylva- v) 

ilia, where Cdr Lanes ^ Jr ]/ 

now studies on the / 

executive MBA pro- X 

gramme, that gave 
him a fellowship to 
finance the course. ,, ,, 

He studies alternate 
weekends at Wharton 
and will graduate from the school in May. 

Working with some 80 other government 
employees and a further 100 or so staff from 
contractor Hughes Missile Systems - not to 
mention all their subcontractors - Cdr 
Lanes needs both his naval knowhow and 
his newly acquired management skills. 

In operational naval terms he needs to be 


-'M 


confident of the missile performance, while 
In corporate toms he needs to assess cost 
With the research and development 
upgrade programme costing several hun- 
dred million dollars, there is plenty of lee- 
way for the navy to save money. “I have 
used some advanced corporate financing 
skills to evaluate some perspectives of the 
programme directly,” 
A says Cdr Lanes. 

Afj ©n ^ Cdr Lanes has also 

_iPwyrfr i«j 71 helped to re-engineer 
^ Y the focus of the 

yj/ research group. It is 

y " | / Ilf now “competency- 
/ 1 jfhefflRaJv aligned", as he puts it 

fmrmuUT* * n trae business 

school fashion, rather 
than “matrlx- 
wftrfM aligned”, as previ- 

Cdr Lanes is still 
m 5»\11 rmQggni in military 

iftWfi ii terms. Most serving 

flStt officers prefer to 

iliflll study for masters 

degrees in technical 
subjects rather than 
management, if they 
Choose to study at all, that is. 

Bnt with the need for the military to 
reduce costs, it Is not surprising that the OS 
navy is clearly impressed with Cdr Lanes' 
progress. He has recently learnt that in 1998 
he will be promoted to the rank of captain. 
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Contact In Toronto. Canada: 

Tel *416*68-7282 
Rue 4416-968-7566 

USA 


SEPTEMBER 15-18 . 

Bating V7 . 

CcxiuuEd’s 5fh anuud event 
The detad meeting (San: fertile BtDmg 
. hstuatcy. Wide isaga of topics' ceamtf to 
Bifitag and Cnnomcr Case tacked by 
fall scale CxbSf&ta and aoppotted by 
*-r w, n„n y « iq j ff tumy , . 

Td; 444 171 2283227 
Fix: +44 171 228 3228 
e-mail: txtiSmeauQeoemaCjum 

PARIS 

SEPTEMB£r1m 9 ; : 
imroduction to Corpumte 
Credit Analysts- Level 1 - 

• Bonowm and tiv* needs; • Cnx& 
Analysis Ibckaiqscsi ft PAL tod 
Balance Sheets; • Spreading. Ratios. 
Key todkanoo; • Cadrilw. Forecast*. 
SensfaVitiett • Bewares Pint. Beta 
Csparty, Covenants; *RidaAaalysa. 
5 D«y»£KBS +' VKT. Cotasec Mpiace 
Td: 0171 623 91 1 C Ai: 0171 623 9112 
Iwerncr bnp^/wvwJajrjdacejroBi 
Email: fj'n pla re ffl f ai ip ta ccjom 

LONDON 


Conferences 

& 

Exhibitions 


9Ui FT World Mobile 
Co [ram nj cat] dbs 

Conflnrwd Bpeakara Induda: 
Stephan Pettit. Cable & Wtralass 
pic; Tomea Duffy, Tefia 'Wacom; 
MaxWBan AitWt, VIA©; IWchael 
Short. CeUnei; Mis Jan Peteis, 
Managing Director. One 2 One; 

Mr Thorrws Be4er, Chatonea 
UMTS FanMK KbpyiAi 
Tsuftmura, NTT MoMe 
Corrvnunfcaborts Natworic Snc; 

Alan Ms. HongiengTetacom CSL 

EnquWeu: Sian Fancouit 
FT Conferences 
Tel: *44 171 8962625 
Fax; +44 171 896 2696 

s «n a lh a fcn j pp sene oo pro com 

London 

OCTOBER 3 

The IntennflonM Taxafion of 
Beebonie Commerce 
BFD’s International Tax Academy 
seminar, examining taxation 
wpKeitiow arising from the name of 
world trade conducied through 
efcotfuuic dzsrnds. Oooday temhuz 
Conncu Marline van der Weg, tBFb 
Infemmiana! Thx Academy 
7M: *51-20636-7726 
Fat +31-20-620-9397 . 


Series 7 General Seciuftlas 
Representative (5 days 6-10) 

Series 3 National Commodities 
Fabim RepresentaUve 
(1% days 10-11) 

Wallace CMTralrtng prepares 
students in Eutspe to sit American 
SflOJitttes and Derivatives Industry 
(NASD/NFA) oarrt nations. Topics 
coveted In these courses; 

S7-stocks, bonds, mutual funds, 
municipal securities, options, direct 
participation programmes. 

S3 - commodities futures, options on 
futures, financial futures. Intensive 
Reviews offered regdarty In London, 
Frankfurt. Geneva and Zurich. 
Wallace Cttroabrfag 
Teh +44 (0)171 >29 8415 
Far +44 (1)1712405600 

Frankfurt 


OCTOBER 7-8 

Digital Money: New Era or 

Business as Usual? 

Tbe ba si n ets impact of digital money - 
presentations by speakers from 
Hyperion; Bank of Irelrod; Field Fisher 
W«ccjtiooKs Digital Cm a muce Society 
of Boston: Syncmks; Retail Banking 
Reman*: MONDEX; AJ&T; Verifime; 
t>tgrCash; DM Smsrtcsiti; Cybercash; 
Digioil. 

UNICOM, c 01893 236 484 
ft 01895 813 095 

LONDON 


OCTOBER 7-8 
intelligent Systems & 
Software Agents for Finance 
la-depth vet Rjcrioa mfoanaaon oo tbo 
applicailons of novel technologies; 
iatenutional speakers from Societe 
Genenle Asset Mnugemon; Elsewaie; 
ImeQigeM Financial Systems; AAA- 
Sim; Namur University; London 
Business School; Daimler-Benz; 
Ecoaostac Bolesiaa BV. Carnegie 
Mellon Univtnty; APT Inc. 

UNICOM, e 01895 236404 
ft 01895 813095 

LONDON 

OCTOBER 8-9 

Turning Knowledge into a 

Corporate Asset 

The Bra Emopea confcmxr u take ■ had 

look at how to quantify and evaluate 

imngiie knowledge smcB far mcsnwble 

unpro v eiarnu m business perform ance . 

Ccoiacc Kate Jenldna at Business 

ImdligcQce 

TO: 0181 879 3355 Fax: 0J8I 879 1 122 
Ejntik 

hncfligcpcc.cq.iik 

LONDON 


Conynoretie aft Bgslpess Forum 

Heads at Govnmmant from 
BertJsctos, Canada. Stogapore, Sri 
Lw*a. Uganda and the UK have 
already agreed to addroes this 
unique merit arran ge d on the eve 
o( the 1997 Commonweatih Heads 
of Govemtnom Meeting. The Forum 
wB provide an oxekshe ptatfomi 
to develop further trade and 
Imrestrwre wltttn too CtjfTvnon- 
ma a to i . Industry contributors Include 
Chatonan and CEOs from Ashanti 
Gokttielda. BaM Auto, Eskom. 
FtattaterChaBenoe, HabtoBank, 
HS8C HokJngs. New Africa 
Inve st nen te, gngaperg Power and 
ItanaSeki Defence Systems. 
Enquiries; Sarah Gfeb 
Tel: +44 171 886 2639 
F«: +44-771 8962696 


OCTOBER 14-16 
TeleCom Power Europe '97 
Co m m ercial Tatocommuntoations 
for Eleetite UtOftlee - Conference 
& Exhibition 

Contributors: EC. Norweb. Eocrte). 
Energis, Aliatel, Tel-Encrgo. Enitcl. 
Bayernwcrk Netcom. RWE Telliance, 
Kyusbu Electric Power. Yorkshire 
Electricty. 

High level J FtrmWdJ CtE 
Elly Rreijkes Pbcoe: *31 -30-26 50963 
Fax: *31-30-26-50-928 
A*atatlain.THE NETHERLANDS 


NOVEMBER 5 &6 
A New Century In Publishing 

Speakers include: Tbe Ri Hon Michael 
Heeone MP; Nigd Suptotan, Reed Ekevicr. 
Marjorie ScanSno, Pcmoo pfc Michael 
Lyruon. Penguin; Mu Hastings, Editor, 
Evening Standard: Ms Dorothea Coocnli 
Pa hhn . President. Dow Jones Interactive 
P imta fy-v +pr ri vit m a 
Tel: +44 171 8962626 
Fmc+-U 17189626W2697 
e-maS: aadg pcaroinmMPi 

LONDON 




Coming to 
Sydney for the 

AGSM MBA 
was a great move. 

I progressed from a 
technical engineering 
role to a senior operational 
role in management.” 

Prallqgi hreir ftg tori fclfelifa 
The AGSM oBera ArutraEa'i nos an nriainna firfl-mae MBA program - one 

< ■ li.l i ie Imiu4mig l^lily aa t w daa min ru i ti ng new enten. 

To 6 zkI oot morr about the AGSM MBA, jron are iirvilwl to an Information 
Seamon. 


investment Opportunities 
in Bangladesh 
.Qrgenlsed by FT Conlorencas. and - 
the GovwnrtiBrt of Bangladesh, 

Hs cne and s hall day event tor 
CEOs wO locus on Hrastojctixal 
Investment opporiwtiOas within the 
Bangtodotai power, petroleum, 
totoconaiunicattons, wtaer supply. 

transport and port teeffiy secure, 
the Fbtum wft be opened ty lha 
Prime MnWsr ol Ban^adesh and 
speakers wfl include the MMstar of 
Rnanca. 

As Invitations are frnfted you are 
strongly recommended id raglstor 
yourintaresjeerty. 

Enquiries: Lucinda Roberts 
FT Conferences 
TW: +44 171 896 2120 
FSx: +44 171 8962696/2697 
e-mak kjcMaitSpeareonpracom 

Bangladesh 




, The 9Hi Aramal FT Petro- 
demftak Industiy Conference 
Oiganised in assoctatfon with 
Chemical Mattes, this years' 
conStmad speakers Indude 
*A Bryan K Sanderson, Managing 
Director, BP C hatfea te; 

Mr Dan W BoMn. Presklem. NOVA 
ChemtaalK MtK G Ramatiathan, 
Chairman, Indan Modwnctis 
Corporatton, Mr Howaid Homftftd, 
Programme Cotwfnator for 
ChemicallndusayUNECE.M' 
Vfeng Jnting. Chakman ot the 
Boffld. Sharehei Ptau xh eua c J 
Compary, Vice PresUent, Sinopee; 
Mr Oliver Mzne, Chemicais and 
Pebochemlcate Analyst, Banco da 
invaafimentos Garenia SA. 
Enquiries: Sarah Gfbb 
TO: +44 171 896 2839 
Fax: +44 17 1 8962696/2 697 
B-rwaft la wdig fijta a ar a c opfixcciw 

London 



W cikr +t la y; 20 August - 6.00 pm 

^ Crystal l^datxSmte. London Klton on PaALapc 
22 Itaik Laos 

, FtMaeRSVPtoChmKd^ycmSl 29931 9226 

The University of r»t qp 61 2 9931 or &nuok 
New South Wales loteroec h t na ftWs n wgsa anurahai 


Conferences 
& Exhibitions 


The Conference & Exhibitions page 
appears every Monday. 

Listing the latest Conferences, Exhibitions. Seminars in the UK 

and Abroad. 

Advertise your conference to an unrivalled business audience by 

using this section. 

For information please contact 
Vivienne Eka 

Tel: +44 171 873 3507 Fax: +44 171 873 3098 




Financial Times 

a 

m 


Tbs 2nd FT Diamonds 
Conference 

ConflrmBil speakers Include the 
Hon D Magana. Minister ot Mineral 
Resources and Water Affaire. 
Bobm^Ur Stephen C Ltsater.De 
Beers; Dr Joseph Lazarevich, 
Department oj Indian Affaire & 
Worthern Development, Canada; Mr 
MRa Wtcfefl. Argyll Diamonds. Mr 
Mart Cocffe, Diamond International. 
Mr Astibh K Mehta, Kantfld Chhotata 
and Mr Leon S Cohen, Codfatn (nc 
and Mr Richard Wake-Walker, 
Archangel Dtamond Corporation. 
Contact Sarah Gibb. 
fT Conferences 
Tut 444 171896 2639 
Fax +44 171 596 2696 
&n* snhgOpearaovfnuom 




FT Earapean Economic 
Monetary Union 
Focuses on the economic 
impact ol EMU, ih© operational 
framework and the strategic 
Implications for banks, capital 
I markets and European based 
, corporates. Speakers Induda 
The Rt Hon Kenneth Clarke QC 
MP; Mr Howard Davies, Deputy 
Gouemer, The Bank of England; 
Mr GOrald Pfauwadd, M*ff SA; 
Mr John Kemp-Wsfch, London 
Stock Exchange. 

Enquiries: Ludnda Roberts 
FT Conferences 
Tel: +44 171 896 2120 
Fax: +44 171 896 2696/2697 
o^iwfctodndaf g poere c rvpiftcom 
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Conferences 

& 

Exhibitions 


FAST. EFFECTIVE, AFFORDABLE 

Would speaking your 
Customer s language 
have made the 
difference ? 


Did your last meeting overseas go as well as you had 
hoped? No ? Why not ? Did you lose out to a competitor 
who did speak the language of the customer ? 
Don't let ft happen again - 

Call BERLITZ for details of 'Doing Business In' 
French/GermanlSpanlsh NOW on 

0171 - 915 0909 


*1 F4 


0161 - 
0131 - 


Helping the World Communicate. 


To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 













10 


FINANCIAL TIMES MONDAY AUGUST 18 1997 


BUSINESS TRAVEL 


Travel Update * Roger Bray 


Lufthansa payout 


Lufthansa has begun 
offering cash or vouchers as 
compensation for passengers 
willing to give up seats 
voluntarily when flights are 
overbooked. The vouches 
can be cashed for tickets, 
upgrades, on-board 
purchases or excess baggage 
payments. Offering 
payments to travellers 
happy to wait for a 
subsequent flight is common 
in the US, where it has been 
suggested that some shrewd 
passengers on tight budgets 
book flights they think will 
be oversold in the hope of 
scooping windfalls. The 


European Union already 
sets cash compensation 
levels in Ecus depending on 
length of flight and delay, 
and Lufthansa's cash 
compensation broadly 
wiatrhas them. The vouchers 
are a better offer. For 
example, a two-hour delay 
or less on a European flight 
rates four vouchers, worth 
DM75 (£25) each. 


policemen, demanding 
bribes from passengers. The 
UK Foreign Office also 
warns that muggers, bag 
snatchers and amfidww^ 
tricksters are active in parts 
of the country. 


Drugs sting 

Travellers to Malawi should 
watch out for a drugs sting. 
Criminals have been 
planting drugs in luggage 
and then, posing as 


More trips ahead 

A single European c urren cy 
will mean more foreign ' 
business trips, a report 

predicts. It win spmk such . 
an upsurge of trade and 
investment that business 
travel in Europe will 
increase by 5 per cent to 10 
per cent, says the Centre for 
Economic and Business 
Research in a report . 
commissioned by the 
Association of British Travel 


Agents. Meanwhile, the 
conference business appears 
to be benefitiiQ? from 
uncertainty ova- the euro’s 
introduction. Trade 
associations are staging 
increasingly frequent 
seminars on Its im pttcBHnng , 
says B01. Richards of 
London-based Tourism 
Research and Marketing. 


Rack rates win be FFrLSOO 
and Eft2>100 respectively. / 
Prices are for single 
occupancy and include 
breakfast Rooms have 
computer dataports and two . 
telephone lines. 


Haatnog : 

Geneva fir Tnridi 1^*: : . ' 

must be booked by ki. 

September 30 feat areVaM - : .; : t J 
for travel hutttMaidh' jfcV; ;• : 

- ■ : • 7;'y 


Fare promotion 


Paris hotel offer 


introductory rates of FFr950 
(£97) for a standard room 
and FFr1,250 for the de luxe 
version are on offer until 
the end of the month at the 
new Hyatt Regency 

Paris-Made! eine, which 
opens tomorrow on the 
Boulevard Malesherbes. 


Air UK is offering a range c£ 
cut-price feres- to promote • - 
new routes from the UK’s 
East Midlands Airport and 
extra fHgfats from Belfast to. 
Amsterdam. The moves 
follow Dutch carrier Kind's 
decision to increase its 45 ' 
per cent stake in the ahiine : o 
to 100 per cent ownership. 
Deals from East Midlands 
include a £79 05129) return. . 
fare to Amsterdam, £LSto 


Small cempahk&^kJT', 
wasting nxmeyby &3mg tou:'; 
mirror the tight, travel / 


-.r 

nraitinaficinals, say£-trhvef’+:?: 



spending less than.£l ttO,O 0 Q \ 
a year -- 

offering them artes6ie‘ir r ; 



180,000 diSriBstetea^fim rem- 
and -*• ** 



MINUTE TRIP 



Victoria Griffith finds out why travellers are opting for smaller, out-of-town airports 


W hen consultant Tom 
Scheffers travels 
between his home, 
north of Miami, and 
Dusseldorf, Germany, he usually 
flies with the German carrier 
LTU from Daytona Beach, nearly 
two hours away by car. Getting 
there is more of a hassle than the 
shorter journey to Miami Interna- 
tional Airport, but Mr Scheffers 
says what he saves on the airfare 
makes it worthwhile. 

“As a small businessman, price 
is important to me," he explains. 

More business travellers are 
apparently coming to the same 
conclusion. Alternative airports 
are becoming a force in the mar- 
ket in the US and Europe. One 
reason is that airlines pay 
smaller fees for use of airports 
with less popular locations and 
so can reduce the fares. 

Newark International in New 
Jersey, which had a difficult time 
persuading airlines to take it 
seriously in the 1990s. now man - 
ages more flights than rival John 
F. Kennedy airport in New York 
- 451.000 compared with 355.000 
flights last year. JFK. however, 
still handled 2m more passen- 
gers. 

Gatwick in the UK has grown 
so much it is be ginning to chal- 
lenge London’s Heathrow for pri- 
mary airport status. 

Other names are also cropping 
up on business travellers' air 
tickets. Luton, north of London, 
is attracting growing numbers of 
passengers. 

The US discount carrier 
Southwest Airlines has built its 
success on the extensive use of 
alternative airports, and has just 
put the airport at Providence. 
Rhode Island, on the map by mar- 


Alternative choice 



Departure point the business lounge at London City Airport, conveniently close to the financial district 


keting it as one that services the 
Boston area. 

Midwest Express has taken 
some market share from Chicago 
by selling Milwaukee as a viable 
alternative to the Windy City. 

“We’ll see growing use of alter- 
native airports in the US, and 
especially in Europe over the 
next few years," predicts Michael 
Boult, in charge of supplier rela- 
tions for Rosenbluth Interna- 
tional, a travel agency. 

“It’s being driven by deregu- 
lation and the emergence of new 
carriers that are keen to use 
alternative airports," he adds. 


Carriers are being pushed to 
new locations because of satura- 
tion at the main airports. “If it’s 
a choice between two flights a 
day in the middle of the night 
and regular service at peak 
hours, they'll go for the alterna- 
tive airport," says David Plavin, 
president of Airports Council 
International, the industry trade 
organisation. “Saturation at 
major destinations is a key 
engine of the phenomenon." 

Price is an important - but not 
the sole - factor in passengers' 
decision to use an alternative air- 
port. In some cases, they are con- 


veniently located. Much of the 
allure of the London City Air- 
port, far example, is its proximity 
to the City’s financial district. 
And Midway airport in Chicago 
is closer to downtown than the 
far larger O'Hare. 

Moreover, as more corporations 
retreat to the suburbs, travelling 
executives are more likely to be 
holding for out-of-town destina- 
tions. The rise of Orange Coun- 
ty's airport hi California as an 
alternative destination to Los 
Angeles is largely due to the 
office and residential develop- 
ment in that area. 


Faster processing through cus- 
toms and immigration ran be 
another advantage. A spo kesman 
for the Port Authority, which 
runs both JFK and Newark air- 
ports, says that an international 
traveller can probably save up to 
15 minutes by opting to fly into 
Newark. 

Even parking can be an issue. 
Stewart Airport, an hour's drive 
north of Manhattan, points out 
that Its parking is about $18 a 
day cheaps- than at rival main 
locations. 

Yet there are clear disadvan- 
tages to alternative airports, too. 
They rarely have the facilities of 
their larger competitors, so trav- 
ellers may not be able to grab a 
meal or do last-minute shopping 
before they fly out. And smaiw 
airports can often mean extra, 
travel time on the ground. 

While flyers into Logan Airport 
can arrive in downtown Boston 
in just 18 minutes. Providence is 
a full hour away. And because 
they are smaller, these airports 
often have minimal access to 
public transport 

The obstacles mean that not 
every alternative airport is a suc- 
cess. Western Pacific went bark 
to Denver's main airport after a 
failed strategy to operate out of 
Colorado Springs. Stewart oper- 
ates just 25.000 flights a year, 
mostly for commuters, and a 
spokesman says he does not 
expect the airport ever to became 
a major player. 

Yet with more passengers trav- 
elling by air every year, many 
large airports are simply unable 
to handle the increasing amount 
of traffic. That m eant; airlines - 
and their customers - will be 
forced to find other locations. 



into 


M ajor business travel . 
agencies are becoming 
hoteliers. 

One UK hotel is opening a 
wing exclusively fin- cMents of 
Carlson Wagon Travel. And 
Hogg Robinson BTI is finalising 
a plan to take on thousands, of 
hotel roams in leading US and 
European cities for the sole use 
of its clients. 

Meanwhile, American Express 
has gradually been opening 
branded floors in a doxen hotels 
worldwide with office facilities 
for its customers. ■ ‘ - 

The Carlson . Wagonlit wing 
will open at the. beginning of 
next month at the Jarvis Inter- 
nationa] in Hatfield, Hertford- 
shire. It is part of a larger block 
of executive rooms ri the hotel, 
but Carlson Wagonlifs rooms 
can be booked only- through its 
offices. 

Unlike the rest of the block, 
the Carlson Wagonlit rooms will 
each have a personal computer 
and printer with a wide range of 
Windows applications and access 
to the internet 

“We see this as an extension of 
the Carlson Wagonlit product,’ 1 
says Richard Lovell, northern 
Europe executive vice-president 
far the agency. It is early days, 
but we are extending our brand- 
ing just as supermarkets did 
with own-label products 80 years 
ago.” 

Hogg Robinson is talking to 
hotel chains, in the UK, Germany 
and North America about other 


Amon Cohen 


Republic of Hirkey 

Prime Ministry - Undersecretariat of Customs 
Public Finance Management Project - Customs Modernisation 
PREQUALIFICATION PROCUREMENT NOTICE 


The Republic of Turkey has received a loan from the 
International Bank for Reconstruction and 
Development (IBRD - or World Bank) for $US 
62,000,000. The loan is for the Public Finance 
Management Project (PFMP) which includes a 
Customs Modernisation component 


4. 


2 . 


3. 


REQUIREMENTS 

Computerisation and automation are key components 
of Customs Modernisation. A sophisticated computer 
network is to be implemented at approximately fifty 
local and regional Customs offices throughout Turkey 
in addition to extensive facilities at Customs 
Headquarters in Ankara. Client/Server based Local 
Area Networks will be linked to establish a Wide Area 
Network, or Customs Intranet. A UNDC Operating 
System will be deployed on the servers, and all 
applications will be based on an Oracle-7 Relational 
Data-Base Management System (RDBMS). A mix of 
existing and contractor developed applications must 
be integrated into the new system. Distribution of data 
and processing will be key characteristics of 
automation to ensure on-line and real-time processing 
of at least 95% of all import, export and transit 
transactions. Extensive use will be made of direct 
interfaces to external computer systems, in particular 
with Customs brokers for electronic lodgement of 
import/export declaration data. 

Part of the World Bank Loan is budgeted for the 
computerisation of Customs, and will include (bur not 
be limited to) the following equipment and services, 
which are expected to be provided under a single 
contract: 

(a) Computer hardware including servers, 
workstations, printers, security equipment, 
scanners, communications equipment; 

(b) Software including Operating Systems for servers 
and workstations, communications and network 
software, run-time and development Oracle-7 
RDBMS licenses and office automation 
applications (such as for word processing, 
spreadsheets and electronic mail); 

(c) site preparation, including provision and 
installation of electrical needs (generators, UPS 
and surge protection and voltage regulators), 
network and communications cabling, building 
refurbishment and/or construction, environmental 
requirements such as air-conditioning and fire 
suppression equipment; 

(d) establishment of primary and emergency 
communication links; 

(e) integration of existing IT resources, including 
hardware and certain applications; 

(f) design, development and implementation of new 
applications as defined by Customs; 

(g) supply of initial consumables and spare parts; 

(h) provision of support services and maintenance: 

(i) user and technical training as defined by Customs. 


Procurement of goods and services for the Customs 
Modernisation component of the PFMP will follow 
World Bank rules and procedures. The first stage is 
Pre-Qualification of Bidders, where interested 
parties may make submissions to establish their 
eligibility to participate in a two-stage tendering 
process. Only those bidders that satisfy the pre- 
qualification conditions will be invited to proceed to 
the tender process. 


5. Pre-Qualification Bidding Documents are available 
from Monday August 25 from the address below for 
a non-refimdable fee of $US 100 (or the Turkish Lira 
equivalent converted at the official exchange rate on 
the date of payment). Payment may be made by 
deposit or wire-transfer to Account Number 350-101- 
106 (Accounting Directorate of Prime Ministry) at 
the Ankara branch of the Central Bank of the 
Republic of Turkey. Upon proof of payment (such as 
a copy of the deposit or wire rransfer details), the 
Customs Undersecretariat will promptly dispatch the 
documents by courier or registered airmail, but under 
no circumstances will it be held responsible for late 
delivery or loss of the documents so dispatched. 


6. The minimum requirements for prequalification are 
detailed in the Bidding Documents. In summary, 
applicants must satisfy the following minimum 
requirements: 


Average annualised turnover of $US 75 million 
over each of the last five years; 

Success as a prime contractor in the execution of 
at least three projects of a similar nature over the 
past five years where each contract was valued at 
least $US 8 million and had the following 
minimum characteristics: 

national client/server network with a minimum of 
500 workstations installed at a minimum of ten 
different sites with a central data warehouse; 


° implementation of distributed data solution with 
sound experience with a robust Relational Data 
Base Management System and its tools; and 
° integration of custom developed applications 
from multiple sources. 

7. Submissions of applications for prequalification must 
be received in sealed envelopes at the address below 
by no later than 12:00 hours Turkish time, Monday 
October 20. 1997. 


8. A Project Familiarisation Seminar will be held in 
Ankara at 10:00 on Tuesday September 9. For further 
details and invitations contact the following*. 


Project Management Support Services (PMSS) Unit 

Customs Modernisation Project 

GOmriik Miistesariigi 

Anafartalar Cad No: 6 Kat-14 

06100-Ulus, Ankara. TURKEY 

Tel: +90-312-306 85 32 +90-312-306 84 39 

Fax: +90-312-306 85 35 
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Tm 2nd FT 

Diamonds Conference 


<0 


27 October 1997, Hotel Inter.Continental, London 


Building on the success of the 1996 event, FT Conferences are organising a. 
second major oneway Diamonds conference. 


This year’s conference mil provide a high-level forum to review mining, financing 
and marketing, and to discuss trends in major consumer markets. . 


V 


Confirmed Speakers Include: 


Hon David Magang MP 
Minister of Mineral Resources and 
Water Affairs 
Botswana 


Mr Stephen C LussJer 

Director, Consumer Marketing Division 

De Beers 


c 


Dr Joseph Lazarevich 
Director of Mineral Resources 
Department of Indian Affairs and Northern 
Development. Canada 


Mr Leon N Cohen 
President 
Codiam Inc 


0 


Mr Richard Wake-Walker 

Director 

Archangel Diamond Corporation 


Mr Ashish K Mehta 
Partner * 

Kanti'lal Chhotalal 


Mr Mike A Mitchell 

General Manager, Rough Diamond Sales 
Division 

Argyle Diamonds 


Mr Mark Cockle 
Editor 

Diamond International 




The organisers reserve the right to afaffteflnrgramrmast i 
may bo necessary ' , ’• 
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taking allocations nf rooms or 
buying them outright In year- 
long deals. 

"We are far more interested in 
purchasing rooms tn bulk rather 
than branding them,- which is 
more of a marketing exercise, " 
says Mflte Platt, director of com- 
mercial affairs.- 1 - = : '• • 

In return for assumlrig the. 
risk, Hogg can getrtheroams at a 
cheaper rate. Even -with return- 
able allocations, passing the 
administrative btfrdeh’ Do jfegg 
will allow participating; hotels to ' 
cut their rates. •• • 

Hogg has otinr^eascms for Its 
strategy. “Pri^'is extremely 
important, but - What. ls hac mrring 
more important ltci the business 
traveller is gettfn^a>rbten fa die 
, first place,” says' Mr Fiatt - - 

For similar teasdna/j Ames is 
also looking to take over an 
entire floor of a London hoteL It 
already has- a similar deal with 
Holiday Inn, Crowne Piaza an d 
Hilton properties in Mexico City, 
Caress, SSo Paolo, Buenos Aires 
anil Stockholm. The rooms are 
only bookable through Amex 
and each floor has . its own 
check-in. area and. free, breakfast 
service. < .. . 

Business travel agents have 
also been pressing airlines to 
lease ' them blocks of seats, 
fhongh so far* wijthont success. 
“They are proving a veiy tough 
nut to crack," admits Mr Piatt. 
“But it will happen eventually.” 
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ARTS 


HELSINKI 

Jukka-Psfcks Saraste conducts 
Magnus Uncttaerg*s new . 
orchestral work at the opening 
concert of the Helsinki festival on 
Saturday. The festival which 
runs tilt September 7/ also 
features the Frankfurt BaHet and 
Peter Brook's production of 
Beckett's-HappyDaya. 

The Fvmfeh National Opera 
opens its 1997-88 season on 
Saturday wtm Giancarto del \ 
Monaco’s production of la 
travt at a, conducted by Okko 
Kamu. . 

GOTHENBURG . 

Because of its brMKant vocal . * 
writing, Rossini's 11 viaggro a -■ 
Reims was ones considered too. 
great a chaHange for ntedum- 
sized opera houses. However, . , 
several have recently proved 
otherwise, and the Gothenburg 



Opera House opens Its 1997*8 
with it on Sunday. KJeii 


by Davkl Radok. 

LONDON 

‘ Proms highUghts this week 
include. Sbefius’s KuBerio 

Symphony conducted by 

Qscno ysnskB- an 
Wednesday, 

Schubert songs 
sung by Thames 
, Allen (righf)an 
Thursday and 
the Dallas 
Symphony: 

Orc h e stra 's 
Proms debut 
under Andrew 
Litton on Sunday. 

EDINBURGH 

The. San Francisco Bale* 
appears this week at the 


Edinbur^i Festival 

attractively .varied repertory bj 1', ■£] 

two programme*. st the- :. v 

PlayhcxrseTheatra^Glum 
location: pJeasingbafet 
company. •••;)« jl 
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Sober Strauss and pretty 
Handel in scenic Santa Fe 

David Murray reviews ‘Arabella' and ‘Semele 1 as they win more fans 


T hanks to their director 
John Crosby, the 
Santa F6 Opera has 
established a Richard 
Strauss tradition in 
the American West. It rotates the 
familia r Strauss successes, of 
course; but It has also given the 
professional US stage premieres 
of Intermezzo, Daphne, 
Friedenstag, Capricdo and even 
Die Liebe der Danae. the 
“cheerful mythology” old Strauss 
intended as his swansong - 
never professionally staged by a 
British company, though the 
Vienna State Opera brought it 
here in 1953. 

This year's Strauss is Arabella, 
his last collaboration with Hugo 
von Hofmannsthal 
Ho fmannsthal died suddenly just 
after they had sorted out Act 1 to 
their satisfaction; Acts 2 and 3 
stfll needed re-working, but 
Strauss eventually chose to set 
them pretty much as they stood, 
out of respect. The result, as 
most opera-goers know by now, 
is an affecting romance tha t 
rarely shows as much spirit as 
we hope, and lets two important 
characters dwindle away in the 
later acts. 

At Santa Ft Arabella got the 
whole scenic works, and then 
some. Robert Perdziola’s 
wide-angle, bird’s-eye view of 
Alt- Wien in 3-D backed the 
various sets, horn Count 
WaJdner's trunk-cluttered hotel 
suite fas if the family expected 
eviction momentarily; to a 
deconstructed hotel foyer at the 
end. with an extra staircase 
which began and ended nowhere. 
It looked messy, though the 
revolving stage-floor had its 
advantages in the second-act ball 
scene. Still, the settings are less 
important than the action, as 
long as that is got right 
Here it is almost right. The idea 
for Arabella came from an earlier 
Hofmannsthal short story. For 
thrifty, hungry reasons a 
strapped aristo couple, the 
Waldners, have raised only one 
of their daughters (Arabella) as a 
girl the other (Zdenka or 
“Zdenko") less expensively as a 
boy. Arabella is famous as a 
glamorous flirt; her false “little 
brother" is in love with 
distracted Matteo. who thinks 
himself besotted with Arabella, 
so Zdenka promotes his cause 
selflessly and vainly - only at ■ 
last to fall into bed with him 
herself. 

The production here is by John 
Cox. As before at Glyndebourne. 
he lavishes perceptive details 
upon the action, but fudges half 
the story. The other half, which 



Delectable: Elizabeth Futral in the title role of Handel’s ‘Semele’ 


Paul SkofhtDr 


tracks Zdenka's relations with 
Matteo. develops nicely; but the 
weightier part, Arabella's 
evolution from charming tease to 
soberly committed fiancee, 
evaporates altogether, because 
our own Janice Watson never 
displays anything but the 
grimmest social rectitude. 

Indelibly. I remember Lisa 
della Casa’s performance: all 
silvery, teasing charm from her 
first entry, with the unforeseen 


marital crunch stQl a long way 
off. Watson, like most of her 
predecessors in the role these 
past 20 years, is an eminently 
decent Nice Girl (or perhaps 
Mature Woman) waiting for the 
Right Man. She sings Arabella 
correctly and often beautifully, 
with nuances full of thoughtful 
character: but flirtatious 
playfulness is apparently 
beneath her (there was never a 
smile in her voice), and so she 


has nowhere to develop from. 

As her rustic-aristo Balkan 
suitor, David Pittman-Jennings 
gets nearer to the eccentric 
impression he makes upon the 
urbane Viennese than any 
Mandryka I’ve seen in a long 
time. Dawn Kotoski’s Zdenka is 
true and touching, and ho* 
Danish Matteo, Gert 
Hennlng-Jensen (a fine David in 
Copenhagen's Die Meistersmger 
last year), cuts a shiny, alluring 


figure — nothing like the 
wimp - that explains both why 
Zdenka loves him , q-rvi why 
Arabella couldn’t possibly. 

Crosby conducts 
nnriBr B tandlng l y and fluently, 
though he doesn't deign to mark 
out the dramatic junctures - the 
mini -epiphanies — with arresting 
hushes or colour-changes. 
Similarly, his principals leave 
key German words and phrases 
under -stressed; they are 
addressing a non-German 
audience, after all, without 
benefit of surtitles (which Crosby 
despises). Many small dramatic 
points went unnoticed. A good 
American translation exists: why 
not use it? 

Santa F6 has staged a solid hit 
with Handel’s Semele, a late work 
(1744) to an uncommonly witty 
text by Congreve. Elizabeth 
Futral sang the susceptible 
heroine delectably, once past the 
opening aria (the low register 
didn't suit her); her later flights, 
particularly “Myself I shall 
adore”, sparkled through comic 
self-deflation. Jupiter, the god 
whose enamoured attentions give 
her such inflated ideas, was 
represented amiably by the 
veteran Rockwell Blake: stiff and 
un-tender in “Where-e'er you 
walk”, but brilliant in coloratura. 

John Copley produced, in the 
friendly-formal way we expect of 
him: a few “classical” pillars at 
either side, two or three • 
backcloths that drew apart to . .. 
reveal sexy tableau x , a prevailing 
air of chaste decorum. The 
Winnipeg soprano Tracy Dahl 
made a bright, fresh-voiced Ina (a 
gutsy Fiakermilli in Arabella - 
too), and Patricia Spence’s wryly 
comic Juno was a vital factor in 
the thinnish comedy. Kevin 
Laugan doubled to excellent 
effect as Cadmus. Semele’s 
father, and tile gross, dozy 
demigod Somnus. 

Semele was brusquely trimmed. 
Probably no one had faith In the 
patience of Santa Fe’s audiences; 
the difference between a 
shortened version like this one 
and a worthy, uncut one 
amounts to no more than same 
extra arias, after all, and a 
paying audience aright be happy 
to get h o me earlier. At any rate, 
this Semele (conducted by John 
Nelson, crisply up-tempo) scored 
a vociferous success. It will 
surely have won more fans for 
Handelian opera, so in the 
medium run deep-dyed Handel 
fans can only benefit. 



Kathleen Tomer: strong physical presence 


AhttairMoir 


Theatre / Antony Thomcroft 

Exposing 
the snobs 


Arabella and Semele continue in 
the Santa F6 Opera repertoire 
until August 22. 


T he Chichester audience 
likes a nice drawing room 
comedy. Somerset Maugh- 
am’s Our Betters is a nasty draw- 
ing room comedy. The title is 
doubly ironic - Maugham, a good 
hater, relentlessly exposes the 
snobbery, the cynicism and th» 
downright dishonesty of the 
upper classes. He doubles the 

indictment by making the main 
characters rich American women 
who . have swo p p ed their family, 
fortunes far European titles, it is 
op to the audience to decide who 
are the worse “Betters” - the cor- 
rupted heiresses, or the corrupt- 
ing milords. 

Lady George Grayston (Kath- 
leen Turner) has a husband 
(unseen), a boorish protector 
Arthur Fenwick (Nigel Daven- 
port), and enough money and wit 
to run a salon. She also has an 
itch for young men. Ha; little sis- 
ter Bessie (Sheai Graubert) has 
arrived tor the London Season. 
She is the fixture - will she be 
corrupted or retain her inno- 
cence? 

Written in 1917. Our Betters is 
seldom revived. It is not surpris- 
ing. The drawing room is fine in 
Simon Higlett’s arts and crafts 
set; he also throws in a reassur- 
ingly luxurious morning room 
(Stubbs on the wall). 

But the comedy is sub-WHdean 
aphorisms, too bitter to amuse. 
Maugham likes the line “the 
fixture is everybody’s property” 
so much he repeats it, but it 
hardly amounts to much. 

Perhaps sadly we have grown, 
out of the age when hissed pleas 
of “dealt be a fool” and impas- 


sioned cries of “you slut” sent 
frissons through a West End 
audience, and had the Lord 
Chamberlain, the censor of the 
day. shaking his head. Our Bet- 
ters falls somewhere between pas- 
sion and parody. 

Michael Rodman directs , the 
first act so slowly that it takes 
ages to work out what the play is 
about. He manages a nicely dra- 
matic second act climax, with the 
bouse "party playing poker while 
Lady George plays for higher 
stakes with young Anthony 
(Stephen Billington) in the tea 
house-aim garden shed. 

■-'Only in the third 'het, with 
accusations, justifications and 
betrayals coming fast and furi- 
ous, can the aodienee enjoy the 
action. There is solid work from 
the supporting cast, especially 
from Rula Lenaka as the fading 
beauty prepared to fall to any 
depths to keep her Tony, and 
from William Hootkins as the 
American roufr who can out snob 
the English. 

Kathleen Turner is stfll finding 
the switch from Hollywood 
Queen to jobbing actress tricky. 
She is not totally at ease in the 
pivotal role, and switches from 
slow movement, -which slackens 
the action, to rushed stabs at the 
dialogue. Only near the end, 
when she uses her undoubted 
physical presence to keep her 
house parly intact, does she flow 
freely. 

This is old-fashioned theatre. 

In repertoire at the Chichester 
Festival Theatre until September 
27. 


International 

Arts 

Guide 


■ EDINBURGH 

DANCE 

Edinburgh International Festival 
Tel: 44-131-473 2000 

• San Francisco Ballet 
programme of two works by 
Balanchine - Stravinsky Violin 
Concerto and Symphony in C - 
and Hetgl Tomasson’s Sonata, set 
to music by Rachmaninov; with 
the Royal Scottish National 
Orchestra conducted by Emit de 
Cou; at the Edinburgh Playhouse; 
Aug 19 

• San Francisco Ballet second 
programme opens with Drink To 
Me Only With Thine Eyes by Mark 
Monts to music by Virgil 
Thomson, followed by 77ie Dance 
House by David Bintiey. to music 
to Shostakovich and Criss-Cross 
by Helgi Tomass on to music by 
Scarlatti and Schoenberg; Aug 20 

OPERA 

• Ariadne auf Naxos: by Richard 
Strauss. This Scottish Opera 
production, directed by Martin 
Duncan and conducted by 
Richard Armstrong, provides an 


unusual opportunity to see the 
opera in the context originally 
conceived for it as an operatic 
divertissement, to be performed in 
a version of Molrdre’s play La 
Bourgeois Gentiihamme. The play 
is performed in English In a 
translation by Jeremy Sams; at 
the Edinburgh Festival Theatre; 
Aug 20 

• La Verbena de la Paloma (The 
Festival of the Dove): music by 
Tom&s Brfrton (1894), text by 
Ricardo de la Vega. Performed in 
Spanish with English supertitles, 
in a production directed by 
Calixto Biefto. With the Scottish 
Chamber Orchestra, conducted 
by Miguel Roa; at the King's 
Theatre; Aug 18, 19 


■ LONDON 

CONCERTS 

BBC Proms, Royal Afoert Had 

Tel: 44-171-589 8212 

• BBC Scottish Symphony 
Orchestra: conducted by Osmo 
vanskS In works by Glinka. 
Tchaikovsky, Edward McGuire 
arid Shostakovich. With piano 
soloist Grigory Sokolov and 
highland bagpipe player Robert 
Wallace; Aug 18 

• BBC Scottish Symphony 
Ochestra and the Helsinki 
University Mate Chorus conducted 
by Osmo Vtinska in works by 
Sibelius, including the London 
premiere of newly rediscovered 
tone- poem The Wood Nymph, 
with soprano Kirsi Tuhonen and 
baritone Jukka Rasilainen; 

Aug 20 

• London Sinfonietta: conducted 
by Markus Stenz in a programme 
of pieces billed as 1990s classics: 


Oliver Knussen’s Two Organa, 
Simon Bain bridge's Landscape 
and Memory, Sr Harrison 
Birtwistle’s Ritual Fragment, 
George Benjamin's Three 
Inventions and Thomas Adfes’ 
Living Toys. With hom soloist 
Michael Thompson; Aug 19 
• Orchestra of the Age of 
Enlightenment and Choir of the 
Enlightenment conducted by Mark 
Elder in works by Beethoven. 
Mendelssohn and Berlioz. AH 
three works were conducted by 
featured composer-conductor 
Brahms In Vienna in 1873-4; 

Aug 19 


■ LUCERNE 

CONCERTS 

I ntern a tio n al Festival of Music 
Tel: 41-41-210 3080 

• Andres Schifh recital of 
Schubert piano sonatas; at the 
Union; Aug 19 

• Baritone Oliver Widmer. 
performs works by Schubert 
accompanied by Andris Schiff; at 
the Union; Aug 20 

• Royal Philharmonic Orchestra: 
conducted by Carl Davis in a 
programme including 
Tchaikovsky's 1812 Overture and 
popular film themes; at the 
von-Moos-Stahl- Halle: Aug 20 


■ PESARO 

Rossini Opera Festival 
Tat 39-721-33184 
CONCERT 

Rossini's Petite Messe Solon node: 
performed by soprano Carmela 
Remigto, c on tra lto Mariana 
Pentcheva, tenor Juan Diego 
Florez and bass Michele Pertusi. 


With pianists Arnold Bosman and 
Rosetta Cucchi, and Federica 
lanneUa on harmonium; at the 
Teatro Rossini; Aug 19 

OPERA 

• II Barblere di SivigGa: in a 
staging by Luigi Squarzrna. With 
the Ort-Orchestra of Tuscany, 
conducted by Yves Abel: at the 
Teatro Rossini; Aug 20 

• II Signor Bruschino: directed 
by Roberto de Simone. With the 
Ort-Orche s tra of Tuscany 
conducted by Conado Rovaris; at 
the Auditorium Pedrotti; Aug 18 


■ SALZBURG 

Salzburg Festival 
Tet 43-662-844501 
OPERA 

• Die EntfOhrung aus dem SeraH: 
by Mozart New production. 
Conducted by Mark Minkowski 
and directed by Francois Abou 
Salem with designs by Frandne 
Gaspar. With the Mozart 
Orchestra Salzburg and the 
Konzertvereinlgung Wiener 
Staatsopemchor; at the 
Residenzhof; Aug 19 

• Die ZauberflOte: by Mozart 
Christoph von Dohnfinyi conducts 
a new production by Aehlm 
Ffeyer. With the Vienna 
Philharmonic and the 
Konzertvereirigimg Wiener 
Staatsopemchor; at the 
Fetaenrertscuie; Aug 18, 20 

• La Grand Macabre: by Ligeti. 
New production conducted by 
Esa-Pekka Salonen and directed 
by Peter Sellars. Cast rnefudes 
Willard White. With the 
Phttiarmonla Orchestra and the 
Konzertveretoigung Wiener 


Staatsopemchor. Co-production 
with the Th6fitre du ChfiteJet; at 
the Grosses Festspielhaus; 

Aug 20 

• PeJteas at M&sanda: by 
Debussy. New production 
conducted by Sytvaln Cambrelfng 
and directed by Robert Wilson, 
with a cast including Dawn 
Upshaw. With the Phflharmonfa 
Orchestra and the 
Konzartvereortigung Wiener 
Staatsopemchor; at the Grosses 
Festspielhaus; Aug 18 

• Wazzecte by Berg. Conducted 
by Claudio Abbado in a new - 
production directed by Peter 
Stein, with sets by Stefan Mayer. 
Bryn Terfel sings the title role. 
With the Vienna Philharmonic and 
the Konzertverinlgung Wiener 
Staatsopemchor; at the Grasses 
Festspielhaus; Aug 19 

THEATRE 

Der AlpenkQnig und der 
Menschenfeind: by Ferdinand 
Rafmund. Revival of Peter Stein’s 
production, with sets by 
Ferdinand WOgerbauer. WRh 
music by Wenzel Mole-, at the 
Landestheater. Aug 20 


■ SANTA FE 

OPERA 

Santa Fe Opera 

Tet 1-505-986 5900 - 

• Cos! Fan Tutte: Kenneth 
Montgomery conducts Mozart’s 
opera, sung In English. in a new 
production directed by Nbofette 
Motnar and dedgned by Bruno 1 
SchwengL; Aug 20 . 

• La Travtata; Unda Brovsky 
efirects this new production of 
Verdi's opera, set in the Parisian 


demimonde. Christopher Larkin 
conducts; Aug 19 


■ VERONA 

OPERA 

Arena di Verona 
Tel: 39-45-800 5151 

• Alda: by VerdL Conducted by 
NbIIo Santi; Aug 20 

• FUgoietto: by Verdi. Conducted 
by Nelto Santi In a revival of Lotfi 
Mansouri’s staging; Aug. 19 


■ VIENNA - 

EXHIBITIONS 

KunstHauaWlen 

Tet 43-1-7120495 . 

Schmidt-Rottiuff: comprehensive 
exhtoltion of the work 'of German 
expressionist Karl 
Schmidt-Rottiuff (1 884-1 978); 
comprises around 180 works, 
.including paintings, .drawings, and 
woodcuts; to Aug 24. 


■ WASHINGTON 

DANCE 

Wolf Trap Tel: 1-703-218 6500 
Tharp!: programme of new works - 
presented by Twyla Tharp's new 
dance troupe; Aug 18. 19 

EXHIBITIONS 
National OaBeiy off Art - 
Tet 1-202-737 4215 . . 

Sculpture of Argkorend Ancient 
Cambodta: Millennium of Glory. 
Around 100 works dating from 

6ih-16th centuries make up this . . 

exfiRfrtidn of Khmer sculpture, the 
fire* of its kind In the US. 

Previously seen in Parte, the show 
wilLtravel to Japan; to 
Sep 28 : •« 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 

(Central European Time) 
MONDAY. TO FRIDAY 
NBC/Super Channel: 

07.00 

FT BushiessMomtig 

10.00 

European Money Wheat 
Nonstop five coverage 
until 15.00 of European 
bu siness and the 
.financial markets 

17:30 

Financial Times Business 
Tonight 

CNBC: 

08.30 

Sguowfr Box- 
10. 00 

European Money W heel 

moo : . 

Financial Times Business 
Tonight 
















H ow worried 
should business- 
men and inves- 
tors be at the 
prospect of nearly five more 
years of Socialist-led govern- 
ment in France? The answer 
may be: not quite as much 
as they are. 

As executives return from 
the long weekend, many are 
apprehensive about the gov- 
ernment. After less than so 
days in office. Lionel Jospin, 
the prime minister, has 
imposed an inflation-busting 
rise in the minimum wage, 
raised corporation tax to 40 
per cent-plus, and in effect 
postponed privatisations 
that could have kick-started 
European defence restruct- 
uring and generated tens of 
billions of francs for the 
French exchequer. 

There may be worse to 
come. Business people know 
the government has hardly 
started to fulfil its pledge to 
create 700,000 jobs and cut 
the working week from 39 
hours to 35 without loss of 
pay. Nor will they have been 
encouraged by suggestions 
by Dominique Strauss-Kahn, 
the finance and industry 
minister, that redistributing 
wealth from companies to 
employees might be a way of 
encouraging a consumption- 
led recovery. 

This threatens to erode the 
few competitive advantages 
French companies have 
enjoyed over rivals in the 
rest of Europe. Eric Chaney, 
economist with Morgan 
Stanley in Paris, pinpoints 
two: low unit labour costs, 
compared with Germany. 
Belgium and others: and low 
corporation tax. 

The second advantage, he 
says, has been lost, while the 
longevity of the first will 
depend on bow the cut in 
working hours is imple- 
mented. If it is "badly done", 
he warns, this first advan- 
tage will also disappear. 

The government's early 
record may have dismayed 
business -minded observers, 
but it should not have sur- 
prised them. Mr Jospin's 
Socialist manifesto, after all, 
contained a promise to reject 
le capitalism e dur, or hard 
capitalism. He depends on 38 
Communist MPs for his 
National Assembly majority. 
His government Includes 
three Communist minis ters. 

And yet, almost by stealth, 
signs bave started to emerge 
that the government may be 
friendlier to business and 
private investors than is 
generally thought. Indeed, in 


First signs 
of a thaw 


The French government may 
be friendlier to business than 
expected, says David Owen 




Lionel Jospin: edging towards a more pragmatic line? 


one recent episode - the row 
over a nickel concession in 
New Caledonia belonging to 
the Eramet minin g company 
- the present government's 
stance was markedly more 
friendly than that of the pre- 
vious centre-right, suppos- 
edly pro-business adminis- 
tration. 

The government of Alain 
Juppe, the previous prime 
minister, planned to dispos- 
sess Eramet. a partly priva- 
tised company, of its Kon- 
iaznho concession and give it 
to a company controlled by 
Kanak nationalists in the 
French overseas territory. 
New Caledonia faces a refer- 
endum on whether to sepa- 
rate entirely from France 
next year. 

But Mr Jospin quickly sig- 
nalled a different line by 
ordering a study on the 
issue. Then last month, insti- 
tutional investors were left 
to celebrate a substantia! 
victory: measures reinforc- 
ing Eramet’s independence 
from its state-owned major- 
ity shareholder were 
approved at the group's 
Paris annual meeting. 

This raises the question of 


why Erap, the state holding 
company that owns 55 per 
cent of Eramet would have 
consented to such measures 
when it had the voting 
power to block them. The 
most plausible explanation 
is that the government 
decided it could not afford to 
alienate institutional inves- 
tors who had bought shares 
in the company when it was 
floated in 1994. 

And why this solicitude 
for these agents of le capital- 
isme durt One interpretation 
is that the government may 
be edging towards a more 
pragmatic line on privatisa- 
tion and thinks it might 
need the institutions’ back- 
ing for future flotations. 

There has been further 
evidence to support this 
interpretation. The govern- 
ment has cleared the way for 
one sell-off - that of GAN, 
the insurance gToup - 
announcing it would not call 
into question commitments 
given to the European Union 
by Mr Juppe's administra- 
tion. It has indicated it will 
allow its stake in Thom- 
son-CSF. the defence elec- 
tronics group, to fall below 


50 per cent, less than a week 
after it had cancelled the full 
privatisation of the 58 per 
cent state-owned company 
launched by Mr Jupp£. 

Meanwhile, supporters in 
Mr Jospin's government of 
the partial privatisation of 
France Telecom were reas- 
sured by a speech by the 
primp TniTfiptor in which he 
drew a distinction between 
"public services” and “the 
public sector”. A former 
minister was recently 
appointed to lead discus- 
s ions on lahmir issues at the 
company, in apparent fulfil- 
ment of a campaign pledge 
by Mr Jospin to ask staff 
whether they supported an 
opening of its capital to pri- 
vate investors. 

By contrast, the govern- 
ment has made clear that 
Thomson Multimedia, the 
consumer electronics group, 
will not be privatised and 
hinted strongly that Aeros- 
patiale, the aircraft, space 
and defence group, will stay 
in the public sector. 

On the tax front. Mr 
Strauss-Kahn has disclosed , 
that the government is con- 
sidering plans to waive the 
latest increase in corpora- j 
tion tax for companies that ' 
give undert ak in g s on Invest- 
ment and job creation, as | 
well as measures to promote 
small business creation. 

"We need to stop the hae- 
morrhage of creators of com- 
panies, in all areas of high 
tech, notably towards the 
US.” be says. “It is ve^ 
important that we put in 
place instruments that will 
allow those who want to 
develop this sort of activity 
to do it in France." 

As for the working hours 
plan. Mr Strauss-Kahn 
believes companies' fears are 
exaggerated. "The electoral 
campaign focused on slo- 
gans,” he said. “But the 
greatest part of lower work- 
ing hours has come from 
earlier retirement, greater 
time in education, paid holi- 
days and so on. A reduction 
in daily hours is not the 
most important." 

This may be so. but the 
Fatronat. the French 
employers' federation, is 
reserving judgment on the 
government's business cre- 
dentials until after the 1998 
budget, due on September 
24. "The state must make 
the same management 
efforts as companies in deal- 
ing with their own affairs,” 

It says- “It must make 
clear-cut reductions in its 
expenditure." 
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Ending of Palestinian 
in Israel has no price 


terrorism 

attached 


Intriguing 
for indices 


From Ms Helen Davis. 

Sir, T was ast nntRhp«( hy 

your conclusion that a price 
should be attached to the 
cessation of Palestinian ter- 
rorism in Israel ("Even 
hands in the Middle East", 
August 11). Madeleine 
Albright, the US secretary of 
state, made the point - cor- 
rectly, I believe - that terror- 
ism is, in and of itself, an 
unqualified, unmitigated evil 
which has no place in any 
diplomatic process. 

Your assertion that Yassir 
Arafat, the Palestinian 
leader, can cooperate effec- 
tively on security issues only 
if Israel stops "handing 
ammunition to his oppo- 
nents” is not borne out by 
the facts, which show that 
the most intense spasms of 
Palestinian terrorism have 
accompanied periods of the 
most vigorous progress in 
the peace process- 

During the former Labour 
administrations of Yitzhak 


Babin and Shimon Peres, for would continue attacking I From Mr M.L. IngalL 


death toll among Israeli 
civilians from acts of terror- 
ism was 80, three times the 
27 terrorist-related Israeli 
deaths during the first year 
of Benjamin Netanyahu's 
Likud government 

The latest suicide bomb- 
ings in the Jerusalem mar- 
ket came immediately after 
an agreement on the 
resumption of Israeli- 
Palestinian negotiations. 

You contend that the mast 
recent bombing was in 
response to Israel's settle- 
ment activity. Others dis- 
agree. Amr Moussa, Egypt's 
foreign minister, ascribed it 
to Palestinian frustration 
with the slow progress of the 
peace process; Radio Damas- 
cus said it was a protest 
against Israel's presence in 
South Lebanon; and a 
Hamas activist said that 
when all other excuses hart 
run out suicide bombers 


against homelessness in 
Washington. 

Make no mistake: Israeli 
governments will not band 
over territorial assets if this 
serves to increase the vul- 
nerability. rather than 
enhance the security, of the 
Israeli population. But evi- 
dence that Mr Arafat is mak- 
ing serious efforts to root 
out violence from the Pales- 
tinian political culture will, 
based on precedent, produce 
a generous Israeli partner at 
the negotiating table. 

In that sense, one might 
conclude, security is not a 
negotiable instrument it is 
as much a Palestinian need 
as an Israeli imperative. 


Helen Davis, 

.director, 

British Israel Public 
Affairs Centre, 

Drayton House, 

London WC1H0AN, UK 


Angola needs dialogue, not histrionics 


From AfrAmbal Kandeya. 

Sir, Mr Bob Hughes and 
others (Letters, July 30) pro- 
pose that the United Nations 
should pass a further set of 
sanctions against the 
National Union for the Total 
Independence of Angola 
(Unita) for allegedly not 
complying with the peace 
agreement 

The present crisis in 
Angola, which hints at a pos- 
sible return to war, is a 
result of the ebullience 
within the government 
forces after they helped over- 
throw the Mobutu regime in 
the former Zaire. As soon as 

Kinshasa fe ll , An golan mili- 
tary figures were telling 
members of the interna- 
tional press they would soon 
turn on Unita. This went 
against the spirit of national 
reconciliation which had 
guaranteed the longest 
period of peace in Angola 
since 1961, when nationalists 


took up arms against the 
Portuguese. An onslaught on 
Unita was also going to 
affect the notable progress 
that had already been, made 
in the peace process: creat- 
ing the government of 
national unity, ingressing 
Unita generals into an inte- 
grated army, sending Unita 
deputies to join the National 
Assembly. 

Mr Hughes and his col- 
leagues suggest that Unita 
has been obstructing exten- 
sion of state administration. 
This assertion does not fit 
the truth. The glitches in 
bringing the national terri- 
tory under government con- 
trol - a process which was 
being carried out between 
Unita and the competent 
government authorities - 
emerged only after the gov- 
ernment began to see it as a 
process of conquest The talk 
soon became of subduing 
Unite. This militarist senti- 


ment has been echoed by 
several senior MPLA figures. 
Indeed, as General PhfiHp ' 
Sfoanda, the UN com- 
mander. has pointed out the 
Angolan government's 
aggressive stances are in 
part to blame for the present 
crisis. 

The assertion that Unita 
offices are part of some 
international arms trade is 

so baseless that not even the 
government propaganda 
machine - which specialises 
in demonising the Angolan 
opposition - has suggested 
it The solution to the Ango- 
lan problem lies in contin- 
ued dialogue, not In histrion- 
ics to score minor diplomatic 
points. 


- cates the adoption of a uni- 
fied share capital for the 
Anglo-Dutch conglomerates. 
If one considers this Tn the 
context of Barry Riley's 
excellent article “UK funds 
are lasers at the weighting 
game”, which appeared on 
the same day. one is left 
with an Intriguing question 
for the indices and those 
who track them. 

If the Royal Dutch/Shell 
management was to choose 
the UK as its domicile, 
indexed foods would need to 
increase their holdings In 
the company by some 2.5 
times: 

If, however, it decided that 
the Netherlands was a more 
attractive domicile, such 
funds would be required to 
sell out of one of the UK’s 
largest companies. 

Similar although gmaiW 
gyrations would take place 
in Unilever and Reed/Elsev- 
ier if they decided to follow 
suit Those whose invest- 
ment decisions are driven 
more by mathematical for- 
mulae th»n statistical analy- 
sis might ponder these possi- 
ble consequences.- 


M.L.Ihgan, 

chairman, 

Rathbone Brothe r s, 
Un ive rsit y House, 
Lower Grosvenor Place, 
London SW1W 0EX, UK 


Winterthur 


From Mr Jttrg SpfUer. 

Sir, Lex states ("Winter- 
thur wed”, August 12) that 
Winterthur has “unprofita- 
ble US and reinsurance 
arms”. We would like to 
point out that our US and 
reinsurance operations are 
profitable. 


Anfb al Kandeya, 

Unite representative, 

United Kingdom Representa- 
tive Office, 

54-55 Margaret Street, 
London W1 7FF. UK 


JorgSpfller, 
secretary-general, 
Winterthur, .. 

CH-8401 Winterthur, 
General Gnisan-Strasse 40, 
Switzerland 


Personal View • Suliman (Mayan 

A chorus for statehood 


It is time for 
the Palestinians 
to declare their 
independence 
unilaterally 


It is said that 
even out of 
tragedy, like 
the recent 
deplorable 
suicide bomb- 
ings in the Jerusalem 
marketplace, some good 
always comes. Sure enough, 
the Middle East peace pro- 
cess is stirring again. 

The policy address on 
August 6 by Madeleine 
Albright. US secretary of 
state, has reinvigorated the 
process. I welcomed it 
because it seemed more than 
just another limp attempt to 
get beyond the latest grim 
episode of violence. 

I applauded it because it 
called for accelerated move- 
ment toward resolution of 
the substantive issues, fully 
backed by the power of the 
office of the president of the 
j United States. That used to 
mean a great deal to us in 
tbe Middle East In spite of 
frequent disappointment 
over many years, and 
mounting disappointment of 
late, it still does. 

Nevertheless, there is 
cause for deep concern. I 
hope this US initiative will 
have sufficient thrust to pro- 
pel the process forward 
toward a final, comprehen- 
sive, lasting. just 
solution. But I have my 
doubts. 

The secretary of state 
stressed that Israel and the 
Palestinians must reaffirm 
their commitment to part- 
nership. Fair enough, but let 
us harbour no illusions that 
they are equal partners. 
Enormous responsibility has 
been placed upon the Pales- 
tinian Authority, which, in 
the present scheme of 
things, is nothing more 
than a quasi -autonomous 
agency. 

The Palestinian Authority 
is expected to govern an 
impoverished people living 
in fractured and often iso- 
lated groups. It is expected 
to deliver social services, 
build an infrastructure, 
develop civil institutions, 
boost tbe economy. Most of 
all, it is expected to search 
out, arrest and prosecute ter- 
rorists in its midst. The 


authority has the where- 
withal to do none of these 
things. 

However deplorable, how- 
ever unconscionable, politi- 
cal terror has deep roots. It 
does not come from 
nowhere. It springs from dia- 
bolical soil, fertilised over 
time by repeated trauma. 
Never in tbe history of man- 
kind has any elected bead of 
state been able entirely to 
eradicate terrorism and 
crime. How can one expect 
the Palestinian Authority to 
accomplish this almost 
impossible task? 

In Palestine, the roots of 
dire discontent from, which 
terrorism springs are three 
decades of unremitting occu- 
pation, in which a state- 
sponsored effort was made 
systematically to deprive the 
Palestinian people of their 
liberty and their livelihoods. 

Since 1967, the Israeli gov- 
ernment has sown the fol- 
lowing in the soil of Pales- 
tine: more than 2,000 killings 
of unarmed Palestinians; 
more than 350,000 injuries 
needing medical attention 
inflicted by Israeli security 
forces: Palestinian lands con- 
fiscated or otherwise lost; 
more than 250,000 fruit trees 
uprooted: virtually all water 
rights lost; more than 2,000 
individual homes sealed or 
demolished; more than 
19.000 homes collectively 
demolished in Gaza in the 
1970s; more than 700,000 Pal- 
estinians transferred or 
expelled; the construction of 
175 Israeli settlements in tbe 
West Bank and Gaza; and 
countless documented inci- 
dents of torture, harassment 
and numerous other indigni- 
ties. 

Since the peace process, 
the situation has severely 


The collapse of 
the peace process 


poses grave 
dangers not just 
for Israel and 
Palestine, 
but for the 


entire region 
and the world 


worsened for the Palestinian 
people. Gross domestic prod- 
uct is reportedly down 38 per 
cent since the Palestinian 
Authority took over three 
years ago, unemployment is 
soaring, and annual per -cap- 
ita income is now Iks than 
11,000. The reason is not 
inefficiency or alleged cor- 
ruption. The reason is 
repeated Israeli border clos- 
ings, depriving Palestinians 
of their livelihood, followed 
by the recent closures, urban 
blockades and a freeze on 
millions of dollars owed to 
tbe Palestinian Authority. 

Tbe siege has cost the Pal- 
estinians $9m a day. Maher 
Al-Masri, the Palestinian 
minister of trade and econ- 
omy, has described the effect 
of the collective punishment 
“There is no foreign trade, 
tens of thousands of workers 
are being kept from their 
jobs. Industrial production 
has stopped, tbe agricultural 
sector is paralysed, and 
transportation has been 
halted. The result Is total 
collapse." 

The Palestinian Authority, 
an elected council, has “con- 
trol” over a tiny fraction of 
Palestine, but the Palestin- 
ians have no authority over 
their own destiny. All the 
strings, especially the purse 
strings, are being pulled by 
others, namely the chief 
antagonist, their occupier. 
What can be done!? Where do 
we go from here? 

Without realising it, Benja- 
min Netanyahu, Israel's 
prime minister, may have 
given us the answer. In the 
wake of the bombings, he 
said he .would not lift the 
latest round of sanctions 
until the Palestinians did 
more, to earn “a ticket to the 
club of organised and civi- 
lised communities”. He lik- 
ened the sanctions to those 
against the nations of Libya, 
Iran and Iraq- Aside from 
the condescending paternal':, 
ism in his words, Mr Netan- 
yahu begs, tbe larger Issue. 
What is the ticket? ... 

The ticket .'to. .. human- 
decency is freedom and 
responsibility. The Palestin- 
ians shoulder heavy respon- 
sibilities with no sovereignty 
over self, soil or nation a nd 
certainly no freedom. With- 
out freedom there is: no dig- 
nity. Without dignity there 
can be no decency. . 

No one, least of all Israel, 
is givingthe Palestinians tbe . 
ticket. So now they must 


take it themselves. The time 
has come. for the. Palestin- 
ians to declare their indepen- 
dence unilaterally. That 
would immediately remove a 
main subject from the 
agenda of the Final Status 
talks. Let us dispense now 
with all the veiled rhetoric 
about Final Status. Nation- 
hood should not be negotia- 
ble for the long-suffering 
Palestinian people. Self- 
determination is not a 
carrot. It is not a tech- 
nical Issue about “entities”. 
In this century, no one 
should know that better 
than Israel. 

There is a growing chorus 
calling unequivocally, for 
Palestinian statehood. The 
voices are not just coming 
from the Arab world, the 
European Community and 
Asia. They also belong to the 
likes of Henry Kissinger and 
Professor Moshe Ma'oz of , 
Hebrew University in Jeru- 
salem. A much-publicised 
poll conducted just before 

tbe Jerusalem ^ddebamb- 
ings revealed that a majority 
of Israelis support statehood 
for tbe Palestinians- as 
weJL : ., . \ •••■■ 

T last wrote about this 
issue in November 1990, soon 
after the signing of the Oslo 
accords, I argued that, if the 
accords led to tbe hberation 
of a generation of both Pales- 
tixdans and Israelis, for .pro- . 
ductive rather than destruc- 
tive e nterprise, then peace in 
the. Middle East might stand 
a chance. ' , • 

1 took the yiew,tim.eptfld . 

happen only if .each stood 
equal and independent, free 
of the' deblUt?tibg:'relation- 
ship between-oexppier and 
occupied. Sikat^dt "that *®re 
- would be ■ no;, comprehensive ; 
peace. But if that . were ful- 
filled, then thAJSJiddle East 
could be r^ the tteeGhjold of 
a new Golden Aga^. 

1 stand by fhai view. ..The - 
collapse, of the peace process 
poses grave dangers hot just 

for Israel: arid Palestine, but 
the entire region and, the 
. world,- partiicuimy - the 
industrialised nations - whose 
1 vital interests are 'so .bound 
up fo bur geography. 'Leths 
ffi® dfepehse ; ’wiffi. all the 
background , ‘chafter and 
extraneous noise. Let the- 
chorus for statehood sing 
forth- ‘ ’ ; , 


The author-^ founder :_and 
chairman of the Saudi-based. 
Ofapqn Group 
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settlement 


Though discussions between the 
tobacco companies and the US 
government are on hold while 
BUI Clinton. US president, is on 
holiday, the shape of a likely 
deal is dear. . 

To get the president's agree- 
ment to the proposed settlement 
of s m oki n g health claims, the 
tobacco co mp ani e s will have to 
make farther concessions, espe- 
cially on the Food and Drug 
Administration's ability to regu- 
late nicotine levels. Mr Clinton 
will benefit from an apparent 
political victory; the tobacco 
companies from terms which 
remain attractive, as the rela- 
tive strength of their shares 
indicates. The benefits for the 
US public are less obvious. 

Under the proposed agree- 
ment, which may still be some 
months from completion, the 
tobacco companies pay S3fi8bn 
into a settlement fund over the 
nest 25 years. This would 
largely be paid out to state gov- 
ernments to cover smoking- 
related health costs, and to Indi- 
vidual smokers who have sued 
for damages. In return, the com- 
panies would be granted indem- 
nity from future court action. 

Though the courts haw so Car 
been reluctant to find in favour 
of smoking victims, this tide 
might turn in future. By agree- 
ing the deal, the tobacco compa- 
nies insure themselves against 
unquantifiable future costs. 
And the money for the settle- 
ment would come from a duty 
paid by future smokers, rather 
than from the companies and 


their shareholders directly. 

There may be more effective 
ways of tackling the smoking 
issue. The chief aim of public 
policy must be to reduce - and 
eventually end — smoking not 
through prohibition but rather 
through the . combination of 
higher prices and marketing 
restrictions. The price increase 
stemming, from the proposed 
duty could be achieved by a 
more straightforward tax rise. 
Recent increases notwithstand- 
ing, cigarette taxes in the US 
are lower than in most Euro- 
pean countries. 

Similarly, the curbs on adver- 
tising and marketing, though 
welcome, could be achieved 
through legislation rather than 
through a bargain with the 
tobacco companies. Eliminating 
future litigation will deliver 
public benefits by reducing 
pressure on the courts, and 
ensuring speedier and more cer- 
tain payouts to smoking vic- 
tims. But tbese may not be 
enough to justify the granting 
of such a sweeping immunity. 

More obvious are the advan- 
tages for the states that receive 
the lion's share of the pay-out. 
and the lawyers who negotiated 
the deal and are assured of mil- 
lions of dollars in fees If it goes 
through. For Mr Clinton the 
political capital to be gained 
from an apparent victory over 
the tobacco industry may be too 
tempting to resist. Congress, 
which will have to enshrine the 
deal in legislation, should take a 
more sceptical approach. 


Asia's money 


Indonesia's decision to let the 
rupiah slide is a rude reminder 
that the Asian currency crisis 
has not gone away In spite of 
the $i6bn rescue package for 
Thailand. With the ringgit and 
equities also under pressure hi 
Malaysia, it is becoming harder 
for the region's leaders to claim 
their problem is at most one of 
temporary cyclical weakness. 

The message from the mar- 
kets is that there are some seri- 
ous flaws in Asian economies. 
Ultimately governments can 
only protect themselves from 
repeated onslaught if they deal 
with the structural weaknesses 
the speculators have identified. 

Only port of Asia's trouble is 
really due to outside factors. Us 
governments are not to blame 
for weak western demand for 
electronic goods which 
prompted last year's export 
slowdown. Tbey are caught 
unhappily in the gyrations at 
the dollar and the yen against 
wbich their currencies had 
appreciated. 

But they have also made 
themselves vulnerable by inter- 
nal inconsistencies in economic 
policy. The fate of the rupiah 
was sealed when Indonesia tried 
io days ago to cut interest rates 
amid concerns about the health 
of smaller domestic banks. That 
was not compatible with a man- 
aged exchange rate, however 
flexible the regime. 

One of the enduring lessons of 
the present crisis is that the 


days when exports could be pro- 
moted by holding the exchange 
•rate down are gone. Freedom of 
capital movements means Asian 
countries are paying a heavy 
price for not allowing their cur- 
rencies to appreciate in the 
boom period of 1994 and 1995. 
That boom has given way to 
painful bust. . 

A more balanced approach to 
growth is called for. in which 
exports are not the only locomo- 
tive. In the long run a monetary 
policy targeted towards domes- 
tic price and credit stability is 
better for business than an arti- 
ficial exchange rate target. 

Hand in hand with that must 
go a well supervised banking 
system able to act as an effi- 
cient intermediary for savings. 
Properly regulated utilities 
must provide Infrastructure at 
reasonable cost. The education 
service must rise to the chal- 
lenge of upgrading skills, a 
point that is now worrying both 
Malaysia a nd Thailand. 

For dow. governments may 
have no choice but to allow 
their currencies to overshoot so 
that interest rates can fall 
again. The worry is that this 
may take some time, during 
which banking and property 
strains could intensify. 

Equity markets are bound to 
remain nervous, but it will be 
some consolation if govern- 
ments now tackle the structural 
weaknesses that have exposed 
their currencies to attack. 


Iran’s chance 


Mohammed Khatami. Iran's 
new reformist president, faces a 
crucial test this week, when the 
majlis, or parliament, delivers 
its verdict on his cabinet list. 
Mr Khatami made pragmatic 
choices, nominating ministers 
from across Iran's political spec- 
trum. but including allies who 
may deliver on the promise for 
a more tolerant Iran and more 
rational governance. 

It would be a great pity for 
the 20m Iranians who voted for 
Mr Khatami in May if the majlis 
were to shoot down many of his 
nominees. It could also under- 
mine the rising voices in the 
west calling for a more open 
and unified US-European policy 
towards Tehran. 

Western officials were com- 
forted last week by Mr Khata- 
mi's decision to replace the 
heads of the four key ministries: 
interior, intelligence (officially 
known as information), foreign 
affairs, and culture and Islamic 
guidance. Particularly wel- 
comed was the departure of Ali 
Fallahian, the former head of 
intelligence named in the April 
Berlin court decision which 
found Tehran responsible for 
ordering the 1992 killings of 
Kuniish dissidents in a Berlin 
cafe. The decision led to a hard- 
ening of European Union policy 
towards Tehran and a suspen- 
sion of the so-called “critical 
dialogue". 

Mr Khatami is likely to face 
opposition from a conservative- 


dominated parliament on sev- 
eral appointments. The most 
obvious is the moderate cleric 
nominated to bead the ministry 
of culture and Islamic guidance. 
Ataollah MohaJerani advocates 
greater cultural freedom and, if 
confirmed, would run an insti- 
tution which has huge influence 
on the daily lives of Iranians. 
Some conservative parliament 
members have even criticised 
Kamal Kharazi, the foreign min- 
ister designate, on the grounds 
that the long-serving ambassa- 
dor to the United Nations has 
rubbed too many American 
shoulders. 

la a country where the presi- 
dent represents only one of sev- 
eral power centres - and not 
the most powerful one - Mr 
Khatami has the difficult task 
of coexisting with and gradually 
exerting his influence over 
other levers of power. If most of 
Mr Khatami's nominees are con- 
firmed - especially at the four 
key ministries - he would have 
won over some conservative 
members of parliament and 
established a degree at author- 
ity over the majlis. 

Such an accomplishment is 
essentia] if Mr Khatami is to 
fulfil at least some of the Ira- 
nian voters' expectations. It will 
also send the message that Iran 
under Mr Khatami may follow 
less hardline and unpredictable 
policies. And that conld encour- 
age the US to review its policy 
of isolating Tehran, 
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COMMENT & ANALYSIS 


Gerard Baker asks whether the cut in military expenditure 
has boosted the US economy as much as expected 

The product of peace 


D ana Marshall points 
proudly to his 
favourite piece of 
artwork on the wall 
of his office. It is a 
ship's drawing of the USS 
DeWayne T Williams, a troop car- 
rier he designed 20 years ago in 
his days as a naval architect. 

Mr Marshall does not build 
warships any more. After 15 

years TP ak toc military hardware, 
his services were no longer 
required by his employer. 
McDonnell Douglas, when the 
cold war ended in 1991. 

With a group of other former 
McDonnell workers he set up 
Optronics. Using laser technology 
developed to guide smart bombs 
down Iraqi chimney slacks in the 
Gulf war, the St Louis-based com- 
pany manufactures laser systems 
for civilian applications. 

Mr Marshall's transformation 
from military engineer to suc- 
cessful civilian manufacturer is a 
familiar 1990s story. The end of 
the cold war brought a structural 
change in the US economy, as 
millions of jobs and billions of 
dollars in investment moved 
from military to peaceful activi- 
ties. 

Mr Marshall believes the peace 
dividend achieved as a result has 
been large. 'The US is reaping a 
one-time benefit from the decline 
of military spending." he says. 
“Instead of spending on weapons, 
we're investing in productive 
capacity and improving our com- 
petitiveness.” 

In little more than a decade, 
the US government’s spending on 
defence as a proportion of gross 
domestic product has almost 
halved, from 6.2 per cent in 1986 
to an estimated 3-2 per cent next 
year, its lowest level since the 
second world war. In today's dol- 
lars that represents a reduction 
of about SlOObn a year. More than 
lm military jobs have been cut in 
that period. Related employment 
has fallen by as much as another 
3m. 

But what have the economic 
consequences of this huge demo- 
bilisation been? And has the US 
really enjoyed a peace dividend? 

Many economists believe the 
shift in investment and jobs from 
military objectives towards more 
productive civilian expenditures 
bas been a crucial factor In the 
US economic renaissance in the 
1990s. 

Lawrence Klein. Nobel Prize- 
winning economist at the Univer- 
sity of Pennsylvania, has studied 
the effects of the military down- 
sizing over the past 10 years. 
“The evidence suggests that 
smaller military spending over 
time increases Investment and 
consumption, and produces an 
important overall gain for the 
economy," he says. 

But. in the past, the end of 
periods of international tension 
has often been associated with 
recession. The stimulus to domes- 
tic demand from the effort of war 
has typically been large and its 
removal can be traumatic. 

The demobilisation of the cold 
war economy has been on a 
smaller scale than occurred at 
the end of either of the two world 
wars. But it still delivered a 
sharp blow to demand. Those 
regions of the US most immedi- 
ately affected by military down- 
sizing in the early 1990s suffered 
weaker growth as a result, while 
the nationwide recession of 
1990-91 was exacerbated by the 
cuts. 

Economists argue, however. 
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Goodbye to all that in spite of the celebrations of US air force graduates, military spending has been cut 


that this demand-side effect of 
reduced military spending is 
short lived. It is soon replaced by 
benefits from lower - military 
spending, they say, 

, After a brief adjustment period, 
the end of wars In the past 150 
years has generally halted infla- 
tion, according to Edward Yar- 
deni, chief economist at Deutsche 
Morgan Grenfell, the investment 
bank. War tends to be inflation- 
ary: peace leads to faffing prices, 
he says. 

. The reason for this, argues Mr 
Yardeni, is that reduced tensions 
usually promote international 
trade, as economic relations 
between former enemies are 
returned to normal. Competition 
in trade lowers prices. 

“The lifting of the iron curtain, 
the destruction of the Berlin wall 
and the collapse of Soviet impe- 
rial communism all simulta- 
neously heralded the elimination 
of the world's greatest barrier to 
trade.*' he says. 

Since the end of the cold war. 
world trade has indeed mush- 
roomed; its total value has 
increased by more than 70 per 
cent since 1988, according to the 
International Monetary Fund. 


But it is hard to see the supposed 
causal relationship. Most of the 
increase has occurred between 
the US. Asia and western Europe, 
and has been fostered by faster 
growth, especially in Asia, and 
by the elimination of trade barri- 
ers through multilateral agree- 
ments. The opening up of trade 
between the US and former War- 
saw pact and related countries 
bas been negligible. 

Similarly, within the US itself, 
the gains made from reduced mil- 
itary spending seem slight at first 
glance. When the idea of a peace 
dividend was initially mooted at 
the end of the 1980s. there was 
much hope that lower defence 
spending would give federal and 
state governments the chance to 
spend more on domestic social 
programmes, such as housing, 
education and health. 

In reality, there has been no 
significant transfer of resources 
by the public sector. Social 
spending - excluding entitle- 
ments such as social security' and 
public medical insurance - has 
been roughly stable in real terms 
since the end of the cold war. 

But this does not mean there 
has been no peace dividend. 


Lower military spending has 
been positive in one critical way: 
it has been a big factor in ail but 
eliminating the US budget deficit 
in the past decade. While the 
other main categories of spend- 
ing - health, education and bene- 
fits - all doubled in nominal 
terms between 1989 and this year, 
defence spending fell by more 
than 15 per cent Over the same 
period, the federal deficit fell 
from $220bn to less than $50bn. 

This represents an enormous 
fiscal benefit, according to Mr 
Klein. Lower government bor- 
rowing bas reduced interest rates 
below what they would otherwise 
have been, a factor that has been 
critical in helping the US econ- 
omy maintain its expansion. 

“The main part of the peace 
dividend has come in the money 
market." be says. “The declining 
public deficit has brought down 
interest rates. And the recovery’ 
goes on." 

The reduction in federal spend- 
ing has been indirectly taken up 
by the private sector. When mili- 
tary-related jobs have been lost, 
closures have followed. But in 
relatively short time the 
private civilian sector has 


-OBSERVER- 


Thaksin 

question 

■ Only Thaksin Shinwatra and 
the fortune tellers he likes to 
consult know what the 
policeman turned 
telecommunications tycoon 
turned politician is up to in 
accepting the post of Thailand's 
sixth deputy prime minister in 
the latest cabinet reshuffle. 

Thaksin was once the darting - 
of Bangkok: as leader at the 
grass-roots religious Moral Force 
party he typified middle-class 
aspirations for honesty and 
vision in government. As deputy 
premier last year he became 
Bangkok's “traffic tear", making 
the ridiculous pledge to«nd . 
gridlock in the capital , even if it 
meant sending In helicopters to ‘ 
lift stranded cars, It all tame to 
nothing and his party was 
almost wiped out at the general ' 
election. 

The ebb In his potmfarHy h*a ‘ 
been matched by his firamrtni 
fortunes: the stock market 
collapse in Thailand Is believed 
to have reduced his paper value 
by three-quarters. But he stiff 
has a plenty of dough, and could 

probably afford to his 

ministerial colleagues Daimlers, 

as he has done in the past. 

Ifs hard to see what Prime 
Minister Chavaht gets from 
Thaksin beyond cash and a little 
of his fading popularity. The 


gain for Thaksin looks even less: 
he risks being portrayed as an 
opportunist using his money to 
get a top political position. But 
Thaksin has many chances to 
redeem himself, especially if he 
helps to push the country's new 
constitution through parliament 
- that’s the new constitution 
which is supposed to lessen the 
role of money In Thai politics. 


Village voices 

■ Could the tiny village of 
Saint'Martin-d'Oydes, south of 
Toulouse, enter the history 
books as the place where 
Britain’s Tony Blair and 
France's Lionel Jospin lay the 
foundations for a better 
understanding? 

The differences in the two 
mime ministers' political visions 
have been strikingly apparent 
ever since the European 
Socialists' Congress in Sweden 
to June, shortly after Jospin's 
upset general election victory. 

The rather strait-laced French 
prime minister la expected to 
drop to on the Blair family's 
remote holiday retreat for an 
informal private lunch on 
Friday. Where better than the 
Peaceful Arifege countryside for 
. the two men to kick off their 
shoes and -try to establish an 
mierue tmpeu plus confide - 
perhaps toasting it with a glass 
or two of hypocras, a local tipple 
recommended by Renee 


EsquiroL whose family runs the 
village grocery shop? 


Near myth 

■ The presentation to staff of 
Rockwell's automotive 
components business, soon to be 
spun off from its parent, was, 
according to soon-to-be chief 
executive officer Larry Yost, an 
emotional affair, with “many 
tears in the eyes” of employees. 
Maybe the cause of their 
emotion was the company's new 
name: Meritor, derived from the 
Latin merimm, which the 
dictionary defines as “service, 
kindness, due reward”. Or 
maybe it was the new logo that 
had staff reaching for their 
hankies. It features a winged 
bull in flight which, says Yost, is 
a mythological creature 
symbolising values such as 
integrity, agility and strength. 
Pressed for the name of the 
mythological creature, he said it 
bad just been dreamed up by the 
image consultants. 


Call of duty 

* Turkey's bureaucrats may yet 
succeed where the military bag 
failed, by getting their hands on 
Abdullah Ocalan. public enemy 
number one. 

Forty-eight-year-old Ocalan - 
boss of the Kurdistan Workers 
party which has been fighting -a 


separatist war for 13 years - is 
holed up in Damascus and has 
survived more than one botched 
assassination attempt by the 
Turkish secret service. But he 
and his brother Osman, 43, have 
still not done their 18-month 
compulsory military service and 
they've now been told that if 
they don't report for duty at 
army headquarters soon they'll 
forfeit their Turkish citizenship. 

Defence ministry pen pushers 
are not all that sure that the 
Ocalans wifi do the decent thing 
and sign up: the threat of 
separation from the state isn’t 
likely to terrify the average 
separatist leader. 


Selling point 

■ Marketing executives of the 
Vietnam Economic Times, a 
joint venture English-language 
magazine for investors, recently 
cam e up with an authoritative- 
sounding slogan to boost their 
publication's subscriber base: 
“Who Knows Where Vietnam is 
Going? We Do" 

Pleased, they submitted their 
efforts to the company for 
approval, but the communist 
authorities wouldn't have it. 
Apparently, bureaucrats thought 
the slogan implied that the 
ruling Communist party - which 
is racked with high-level 
indecision over the next stage of 
economic reforms - didn't know 
where Vietnam was heading. 


been able to pick up the slack. 

This “passive" conversion from 
defence to civilian spending is 
not easily quantifiable, but in a 
near fully employed economy it 
seems the shift has been worth at 
least as much as the reduction in 
real terms in military' spending. 
The overall benefit may ulti- 
mately prove much higher. 

That is because non-defence 
investment tends to be much 
more productive for the economy 
as a whole in the long run. “Once 
you blow up a tank or missile, 

it’s gone. It does not produce a 
stream of output in the way that 
civilian expenditures do.” says 
Mr Klein. 

Large mili tary programmes 
have been notoriously inefficient. 
Contracts awarded by the Penta- 
gon for new war aircraft or mis- 
siles are typically on a cost-plus 
basis, where value for money is 
less important than the aim of 
perfecting hardware. With pri- 
vate sector civilian expenditure, 
on the other hand, investment is 
less wasteful, earning a higher 
rate of return on capital. 

“The strong increase in overall 
private sector research and devel- 
opment in 1995-96 was a delayed 
reaction to the end of the cold 
war." says Greg Bishak, a mem- 
ber of the board of the National 
Commission for Economic Con- 
version and Disarmament in 
Washington. 

A s well as gains, some 
argue, there may 
have been some losses 
caused by the shift 
from defence spend- 
ing. One aspect suspected of 
detracting from overall economic 
performance is the end of the 
so-called spin-off effect. Invest- 
ments in hardware intended for 
military use produced civilian 
spin-offs, perhaps most notably 
the Boeing 707 which grew out of 
a military project. 

But most economists argue 
that this can be exaggerated. 
“Military needs are now too spe- 
cialised to have much of a 
spin-off benefit'’ says Lawrence 
Korb. a defence economist with 
the Brookings Institution in 
Washington. “It was clear the 
civilian sector had a use for the 
707. but who wants a Stealth 
Bomber other than the military?" 

The gains from spin-off are 
probably eclipsed by the 
“spin-on" benefits that work the 
other way - high technology 
developed in the civilian sector 
that finds applications in the mil- 
itary. “Until the 1980s, the value 
of military research and develop- 
ment exceeded civilian R&D,” 
says Murray Weidenbaum. a 
chairman of the Council of Eco- 
nomic Advisers in the early 
1960s. “Now it’s the other way 
round." 

Overall, the precise impact of 
the decline in defence spending is 
difficult to gauge. But the com- 
bined effects of the fiscal divi- 
dend on lower interest rates, a 
transfer of investment to civilian 
uses and increased efficiencies 
hare not been negligible. 

The verdict of recent economic 
research is that, after the initial 
fall in demand as a result of 
defence cuts, in the medium term 
GDP may have been lifted by as 
much as 0.4 per cent a year. That 
amounts to an annual $300bn in 

the US alone. 

And assuming the adjustment 
from war to peace continues as it 
bas in the past decade, such 
gains will only get larger. 


100 years ago 

Norwegian Banking Hours 
We do not know how salaries 
for bank clerks go in Norway, 
but as regards hours they 
seem to have a rather fine 
time of it The manager of one 
of the leading London Banks 
told us that when on his 
holiday in the land of the 
Midnight Sun he tailed at the 
office of his Bank's agents 
shortly after two o’clock in 
the afternoon and found the 
Institution closed. Further 
enquiry elicited that 11 ajn. 
to 2 p rn. are the customary 
banking hours. If any 
Norwegian banker will send 
us particulars of any vacant 
positions in his office, with 
decent salaries attached to 
them, we will undertake to 
procure for him as many 
thoroughly competent clerks 
as be wants. 

50 years ago 

New British Aircraft 
About 70 British aircraft will 
be on show at the eighth 
annual display of the Society 
of British Aircraft 
Constructors to be held at 
Radlett, Herts, from 9th to 
17th September. Since last 
year's display, 27 new aircraft 
have been developed, and will 
be seen at Radlett next 
month. Already many 
acceptances have been 
received from representatives 
of the 49 countries invited to 
this year's display. 
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Hong Kong authorities on 


alert over threat to currency 


Speculators are eyeing the territory, says John Ridding 


H ong Kong’s financial 
authorities are on 
alert following signs 
that currency speculators are 
turning their attention 
towards the territory. 

After currency turmoil and 
de facto depreciations across 
south-east Asia, the Hong 
Kong dollar stands alone in 
resisting the domino effect of 
falling currencies. 

“The Hong Kong dollar is 
now the last currency to be 
linked to the [US dollar},’' says 
the head of treasury* at one 
European bank. "An assault is 
a very different proposition 
from an attack on the baht or 
the ringgit, but the signs are 
that some are willing to try’." 

Those signs were clear last 
Friday. Following selling pres- 
sure in London and New York 
on Thursday, overnight inter- 
est rates reached S per cent - 
some 150 basis points higher 
than on Thursday - as inves- 
tors demanded increased 
returns to offset currency’ risk. 

Interbank rates rose to their 
highest levels since the 1995 
Mexican peso crisis, the last 
significant test of the Hong 
Kong dollar peg. 

That peg. introduced in 1983 
at a rate of HKS7.80 to the US 
dollar, has become a pillar of 
Hong Kong's economic policy. 
Staunchly defended by the ter- 
ritory’s authorities, it is also 
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backed by China, which 
regained sovereignty over the 
territory last month. Joseph 
Yam, head of the Hong Kong 
Monetary Authority, the de 
facto central bank, says the 
sacrifice of autonomy required 
by the peg is a small price to 
pay for currency stability. 

The authorities’ determina- 
tion is backed by economic 
fundamentals and ammunition 
against speculators. While the 
economies of south-east Asia 
have been weakened by fading 
export performance, over- 
extended banks and foreign 
debt, Hong Kong’s fundamen- 
tals are robust. Its balance of 
payments current account is 
set to be in surplus this year 


and next, while bank balance 
sheets are healthy. 


A lthough depreciation 
in the region could 
erode the competitive 
edge of Hong Kong exports, 
the territory’s manufacturing 
sector now represents less 
than 10 per cent of GDP, hav- 
ing shifted production across 
the border to China or to 
south-east Asia. 

In addition to foreign 
exchange reserves of just 
under US$70bn, Hong Kong 
has been promised the backing 
of China's central bank in bat- 
tles against speculators. 

Dai Xianglong, governor of 
the People's Bank of China, 
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Success for Television Azteca IPO 


By Daniel Dombey 
in Mexico City 


Television Azteca, the 
fast-growing Mexican media 
company, has successfully 
placed Mexico's biggest initial 
public offering since the 1994 
peso devaluation, in spite of an 
outstanding legal dispute with 
NBC. the US television net- 
work. 

On Friday, the company's 
American Depositary Shares 
ended their first day of trading 
at $19ft. up 5.14 per cent More 
than half the $526m issue of 
18.5 per cent of the company's 
stock took place on the New 
York Stock Exchange, with the 
remainder being placed on 
the Seaq and the Mexican 
market. 

Investors flocked to the 
stock, enthused by Mexico's 
economic fundamentals as 
well as by the growth, pros- 
pects of the company, which 


$526m issue signals renewed 
investor confidence in Mexico 


runs two nationwide television 
stations. 

The issue signalled a resur- 
gence of confidence in Mexico 
following the country's success 
since 1995 in generating high 
growth, while keeping infla- 
tion under control and refinan- 
cing debt at lower levels. For- 
eign investment has helped 
the Mexican stock exchange 
rise nearly 50 per cent so for 
this year in dollar terms. 

"All of the major media play- 
ers and all of the major emerg- 
ing market investors got in. 
And we got global funds as 
wen.” said Julie Katanian, at 
Azteca ’s financial adviser, 
Violy. Byormn & Partners. 

Soap operas and news shows 
with puppets for comic relief 
have helped Azteca prise away 


audience from Televisa. 
Mexico’s dominant media com- 
pany. 

Azteca ’s share of the prime 
time viewing audience has 
risen from about 10 per cent 
when it was privatised four 
years ago. to a 37 per cent 
share today. 

The issue was well received 
despite a decision last week by 
Bear Stearns, the lead under- 
writer. to raise the offer price 
from the initial range of $15- 
$17 to $18%i. The higher price 
allowed Azteca to issue a 
smaller percentage of stock 
than originally planned. 

The issue was also appar- 
ently unaffected by a legal dis- 
pute between Azteca and NBC. 
which is claiming the equiva- 
lent of at least $I32.5m in flees. 


options and shares as part of a 
1994 agreement to help Azteca 
with programming, advertising 
and technical issues. 

NBC says Azteca toiled to 
pay it $5 An of $7m in advisory 
fees and told it there were no 
immediate plans for an IPO. 
As a result, NBC says, it 
decided in April to sell back 
options for 9 per cent of Azteca 
stock rather than waiting for 
the issue. 

Television Azteca says the 
US network toiled to meet its 
side of the agreement and has 
taken the case to arbitration at 
the Paris-based International 
Chamber of Commerce. The 
company says that, tor from , 
misleading NBC, it rushed 
through the IPO in a month, j 

The stock issue was not part 
of Azteca’s long-term strategy 
but primarily intended to 
allow minority shareholders a 
way out of the company after a 
lingering ownership dispute. 


Cash register supplier sued over ‘millennium bomb 9 


Continued from Page I 


out upset and embarrassed- 
When the card zips through 
and the modem packs up, 
everybody looks at that one 
customer and says, "Wow! 
What did she do?'. 


“How would you like to have 
300 people in your store and 
the cash registers don't work 
with a 10-hour day ahead of 
you?" 

Mr Yarsike wants Tec- 
America to put in a replace- 
ment system. He spent $150,000 


on the fleet of registers for his 
stores and says it would cost 
him another $35,000 for new 
new equipment. 

Tec- Am erica denied it was to 
blame tor the shutdown of the 
cash registers. 

It said responsibility lay 


with the credit card industry, 
which was forced several years 
ago to establish a format tor 
swapping data that would 
recognise the year 2000. 

The industry's efforts, how- 
ever, were not completed until 
April. 
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ft weather guide: 


Europe today 


North-east Italy, Austria and the 
northern Adriatic countries will be 
cloudy with heavy showers and 
thunderstorms. 

A front in western Norway will taring 
some cloud and rain, but much of 
Scandinavia win be fine and dry. 
There will be thunderstorms in parts 
of central France, the Pyrenees and 
north eastern Spain. Otherwise, 
western Europe will be mostly sunny 
and dry. 

Eastern Europe will have showers 
and sunshine, and it will stay cool. 
The Mediterranean will continue 
me® tty hot and sunny. 
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Five-day forecast 

The Adriatic countries will continue 
to be unsettled, with heavy showers 
and thunderstorms, although these 
will die out later in the week. 

Finland and eastern Europe will have 
some showers and it will remain 
coo). 

The rest of Europe and the 
Mediterranean will have a lot of dry 
and sunny weather. 
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TODAY’S TEMPERATURES 


Situation St midday. Tenwenrturea maximum for day. Forecasts by Pa WoathorCerrtra 


Abu Dhabi 

Accra 

Algiers 

Amsterdam 

Athens 

Atlanta 

B. Aires 

B.Kam 

Bangkok 

Barcelona 


Maximum 
Celsius 
Sun A0 
Cloudy 27 
Sun 31 
Sun 28 
Fair 30 
Thunder 34 
Shower 18 
Thunder 25 
Cloudy 35 
Fair 2? 


Berlin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

C.Hagen 

Caro 

Cape Town 


Fair 32 
Fair 23 
Fair 25 
Sun 28 
Fair 30 
Fair 2D 
Shower 32 
Fair 28 
Ttatfider 25 
Fair 28 
Sun 31 
Shower IB 


Caracas 

Cartfiff 

Casablanca 

Chicago 

Cologne 

Dakar 


Delhi 

Dubai 

Dublin 

Dubrovrtfc 

Edinburgh 


Sun 32 
Fair 23 
Sun 25 
Sun 22 
Fair SB 
Fair 32 
Fair 36 
Shower 35 
Sun 42 
F*22 
Fair 27 
Cloudy 20 


No other airline flies to more cities in 
Eastern Europe. 



Lufthansa 


Faro 

Frankfurt 

Genera 

Gibraltar 

Glasgow 

Hamburg 

Helsinki 

Hong Kong 

Honolulu 

Istanbul 

Jakarta 

Jersey 

Karachi 

Kuwait 

L Angeles 

Las Palmas 

Uma 

Lisbon 

London 

Lux.Bourg 

Lyon 

Madeira 


Fair 29 
Fair 28 
Fair 27 
Fair 27 
Fair 23 
Sun 36 
Sun 22 
Shower 31 
Fair 32 
Fair 25 
Fair 32 
Fair 21 
Cloudy 33 
Sun 43 
Fair 25 
Sun 28 
Cloudy 23 
Sul 29 
Thunder 28 
Fair 27 

Fair 30 

Sun 27 


Madrid 

Majorca 

Malta 

Manchester 

Manila 

Melbourne 

Mexico City 

Miami 

MHan 

Montreal 

Moscow 

Munich 

Nairobi 

Naples 

Nassau 

New York 

Nice 

Nicosia 

Oslo 

Paris 

Perth 

Prague 


Thunder 34 
Sun 30 
Sun 31 
Shower 24 
Thunder 32 
Shower 13 

Fafr25 
Thunder 33 
Fair 25 
Fair 23 
Cloudy 15 
Thunder 26 
Sun 25 
Fair 20 
Far 32 
Bain 25 
Fair 20 
Sun 32 
Fas- 26 

Fair 29 
Fair 19 
Tfxjndar25 


Rio 

Rome 

S. Fraco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Wash in g to n 

Wellington 

Winnipeg 

Zurich 


Rain 30 
Rafn 14 
Cloudy 27 
Fafr31 
Fair 22 
Ram 30 

Cloudy 32 
Sun 27 
Fair 29 
Fair 16 
Fak 29 
Fair 29 
Rain 27 
Sun 22 
Fair 22 
Thunder 25 
Thunder 24 
Shower 23 
ThiBider32 
Shower 13 
Fair 22 
Fair 24 


THE LEX COLUMN 


ITT’s poison pills 


has said the country’s foreign 
reserves of more than 
US$120bn could be used to 
defend Hong Kong's currency. 

Unlike the south-east Aslan 
economies, there is a relatively 
small number of Hong Kong 
dollar market makers with 
large exposure to the currency. 
That increases the HKMA’s 
control and reduces the incen- 
tive for banks to lend to specu- 
lators. 

That all makes an assault on 
the Hong Kong dollar a tough 
proposition. But the most 
Important factor will be 
whether confidence In the 
exchange rate system is main- 
tained outside the money mar- 
kets. The Hong Kong public 
has shown few qualms about 
the currency. Jan Lee, chief 
economist at Hongkong Bank 
sees little economic reason for 
that to change. In the short 
and medium term the threat to 
the Hong Kong dollar Is politi- 
cal. not economic.” he says. 

Others are less sanguine. 
“The dollar link is an oddity In 
today's markets and was 
always likely to be tested after 
the handover." says the head 
of treasury at one US bank. 
"The upheaval in the region 
has put Hong Kong in specula- 
tors' sights." 


US investors have been 
impassioned advocates of good cor- 
porate governance, and strident 
critics of cosy deals stitched up by 
European companies. Yet one of the 
biggest American bids of the year is 
set to be decided by a mechanism 
that would make the most shar e- 
holder-unfriendly European tot cat 
turn green with envy. 

In theory, ITT shareholders most 
choose between a bid from Hfiinn 
Hotels at a 60 par cent premium to 
the pre-bid share price, or a corpo- 
rate restructuring proposed by ITT. 
Except that ITT has structured its 
three-way break-up plan so that 
shareholders have to accept it They 
get no say an the Hilton offer. More- 
over, the new structure will create 
a Si_4hn tax bill for any subsequent 
bidder for the hotel and gaining 
business. Management has refused 
to have any discussions with HS- 
ton. in spite of the synergies that a 
deal could create. And if sharehold- 
ers resent what ITT boss Rand 
Araskog has done, they can no lon- 
ger vote him out until 2000 because 
he has changed the rules. 

In the US, poison pffl protections 
are Justified as a means of provid- 
ing negotiating leverage when deal- 
ing with bidders. But ITT has used 
Nevada’s friendly laws to prevent a 
bidder from getting anywhere near 
its shareholders. This nuhe a 
mockery of FITs justification to the 
co urts for an initial delay 

in Hilton's proxy battle - it said 
shareholders needed time to mak» 
an informed choice. Of course, ITTs 
demerger proposals may be blocked 
in the courts. If not. the only 
informed choice Investors can make 
about a management that considers 
shareholders' views irrelevant is to 
sen out 


Emu 


Gordon Brown, the UK chancel- 
lor, has posed a seemingly hopeless 
conundrum. He is in favour of a 
European single currency In princi- 
ple. And he has called far a national 
debate an whether the UK should 
join. Yet the conditions he has set 
for UK entry look vertiginously 
steep. That, at any rate, is Emu- 
sceptics' hopeful interpretation of 
Mr Brown’s toughest criterion, that 
the UK and Continental economic 
cycles would need to be at “compat- 
| ible" points before Britain could 
join. This looks an impossible test 
The Continent's low interest rates, 

I designed to put some fizz into slug- 
gish France and Germany, would be 
precisely the wrong treatment 



for Britain’s consumer booxnlet. 

But look ahead to, sa y, 2000 and 
the position could be different It 
remains a serious problem that the 
Continent is several years behind 
the UK in the cycle. But if policy- 
makers really put their mind to it, a 
longer- than-uaual UK cycle could 
give the recovering Continentals 
time to catch up. The US, after all, 
has enjoyed six years of robust 
growth - the “Goldilocks” scenario 
- with a few mare expected. If the 
UK could match that, joining Emu 
around the turn of the century , 
would begin to look less arantemip. 

Unfortuoately, however, Britain's 
government shows little sign of the 
discipline needed to keep this 
option open. To be fair, operational 
independence for the Bank of 
England was a good start, but if the 
government were really serious 
about replicating the US success it 
would have been braver about 
tightening fiscal policy in the 
recent Budget As it is, the imbal- 
ance of policy and sterling's result- 
ing strength remain trig threats to a 
sustained "Goldilocks" phase. 

Of course, sterling could still be 
tackled in other ways. There is the 
(distant) hope that the French and 
Germans could do their bit by 
Improving the credibility of their 
planned new currency. Meanwhile, 
the ftanir has had some subcwm at 
talking sterling down. But to make 
a big difference, the government 
would need to announce that it 
planned to join Emu within the 
next few years. That would help 
considerably by removing sterling's 
“safe haven" cachet The problem, 
needless to say, is that the govern- 
ment conspicuously lacks such a 
clear policy. 

The danger in fence-sitting is sal- 
ons. The option Mr Brown blithely 
assumes is open to him - Emu 


entry at or around. 2001 - may dose 
much earlier than he thinks. Of 
course, there is nothing to stop 
Britain joining when its cycle is out 
of sync - the apparent strategy of 
bares such as Spain and. Ireland 
which are desperate to hop on to 
the Franco-German tortoise. But 
this is a potentially disastrous gam- 
ble. To retain, a decent dhanoe of 
responsible Emu-entry," Mr Brown 
needs to plan now to minimise the 
chances of a significant downturn 
in the UK cycle aver the next few 
years. ‘ 

Of that there is so fer little sign. 
But this should. not be a surprise. 
Mir Brown has a powerful reason 
not to strive to avert a recession in, 
say, 1999.' Because be would then 
have to fret about the worse politi- 
cal danger - one closer to the 2002 
general election. 


UK Football 


Football investment in Britain 
h«a been a game of. two halves. 
BSkyB's money for premier league 
television rights created a virtuous 
circle. It paid for stars, who pulled 
In more fans. These spent more 
money on merchandising, funding 
bigger stadiums which brought in 
yet more fens. But problems started 
with some own goals from clubs 
that came to the stock market with 
Hi-formed strategies and lofty valua- 
tions. The 10 listed football clubs 
are now trading on average 29 per 
cent below their peak in early 1997. 

The risks are numerous. If dubs 
get too greedy cm merchandise sales 
and ticket prices, they will lose 
brand loyalty. And they will -suffer 
more when the economy slows and 
fans feel .less wealthy. Having 
raised fixed costs with expensive 
players and stadiums, clubs are ill- 
prepared for a downturn. Moreover, 
it is unwise to bank on. much more 
inflation from the BSkyB television 
contract The last co n tr a ct was bid 
up by Carlton, an TTV company, 
whose digital television business 
will soon be able to transmit 
BSkyB’s football matches anyway. 
It fe unlikely to want to push up the 
price next tftne- 

Fantaay football portfolios should 
therefore concentrate on clubs that 
can exploit brands- internationally, 
succeed in European competition 
and reap the rewards of pay-per- 
view television, which should come 
next season. Manchester. United 
looks the only obvious champion. 
But its shares are unlikely to win 
out until the structure of pay-per- 
view television becomes clearer. 
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BAA fi 


has agreed to acquire 
Duty Free International, Inc. 


US $675,000,000 


NatWest Markets and Gleacher NatWest 
acted as financial advisers to : 

BAA pic 


NatWest Markets 
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teaflng Russian bfl comijaay. tn increase the 
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$i5to.Ttae Sfon^ eurobond. which closed on 
Friday, was the first infffloodof finsrfah corpo-. 
rate debt issues expected: tpMt the International 


Pagel7 


end 


Laura Ashfoy warning m»Ur 

A trading statement freon Laura Ashley- this 
week Is lfltely to siB^ Brat-half k»8toaf^ 

UK ctotMng and home fumtehlijss group took 
rejnedial action to allevtoteexeess stocks- The 
company Is also expected to announce a slowing 
of its US expansion after disappointing trading; 
and farther reductions in its gannent work- 
force’ Page tf '• 


packaging dram team 

•Idtt'tct n Last Week's merger afSealed Air and WR 

' ‘ fl* hk. Grace's protective packaging business was, 

-Er- l C00Qe 'TsiW«^ according to one analyst, combination that 

ae came hvlz l ?i has been teDted^&bOxfr mid drean^abom for, 

years'*. The deal creates a business that is by far 
the ghiteneeder in tbo marke t for pr otective 
and specialist packaging, with an n ual sales In 

excess tiTSSLfibn. Page 17 
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Sluggish Thai Macons comings 

Advanced Mb Service and Sblnawatra Satellite, 
5' - ■«» Thai teltebmmnnii^ which are 

both pait'oft^'SWtoWHtegrbap'of companies, 
‘«ti h^? cate-E * f »S 1 reported staggi&half'yewea^^ 
^TCeaumjej^r w y baUaai , s teBdtag mobile phone network opera- 

ta:S, 5 k ho cwi D/kn 
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>«- s. > et be aadai tor. said flrifchieff hat profit; was BtLMbn 

oai QJJ idea tthhU *7*5 .f „ \ q 4 nor Nmt PriminnrMl tn Hip'» 


oat ta;; idea ($s,7m), up 3Aper.offlit a«^»red to the same 

wnsculariy as h period last year. Beconfitqnarter ea rafr ig fi were 
,eavQ 2 Miuni st927.5m, up 4.7 par cent cm the comparable 

Use of -he tbb©^ period Page 16 ; "; .. ... 

SSJSL?» 



' Jae **a, forced into an embarrassing dimbdown after 
Ih- K.|f the Competition Authority said die did not have 

-•^aess aesaojia the power to mvestfgateGmnhess brand’s 
■ Ku ~ ia aa Mffl«lfc acquisition of United Beverage BaWings. alocal 
rsT^v.oii. drinks distributor. Page 16,-' ~ - • 

bj-.r^r.r^aw F1*her»eafood««Wnrt£lOOm^ - 

’r,«t 'vucdjieaMJ? Albm Fisher shai^K^m are vraittogfta con- 
bo-sM >j«fl firmation, likely by Wednesday, of the UK- , 

UtiV isj-c a» 4nr ™L group's plan to sell its seafood divtoou tor up to 
r „,. - £i00m (S163mL The plan coims after, lastyraek’s 


’,V.. t. "; !!r ac .. decision by Albert Fisher to break ofE takeover,; • 
talks with Chiqulta, Brands, the lJSbanana ajm- 


pany. Page 16 . 


Vi-i .vY: ' 

k-' -ahs tihry caidgSg Shake-op in stiMlwflennn ratafim 


i >: ; ;;ii shn far M^n Smiles and ahort quaffis areTare in Germany’s 
A y. K f . s>o; rasnestt notor&jusly unftfend ^and badly nanag^ ' 
ypjir.-, & *,-■£* n! EK& shops. But that may Be aboot to chahge. Recerrt 
“■ %v -,j ,_- u c ~i sriajj, moves towards consolidation in the domestic 
.. 4 v’- f r a n tissadhi market and eapansioaahroad suggest the coun* 
i 4 r Ld4^c attol t *3^» bl 6 retailers oduld at lastbe feong r© to 
4lv.'. *is;vus 4 stjaifc tbeir longstanding problemsPage 17 
v.T 1 .. .™- F-uiV'S^bE HamQi denies H Smith break-up talks 
■i ’ Ycrkfia? Keith Hamill. finance director at WPL Smith, 

.- u» r*aaes ca has denied holding formal discussions with 
; ,-..vi j t'«w5 ;; 73^ investors on breakingTip the retail group, 
rtr-.-iir.i Rl.reajlret although he admitted that ha had come under 
; - r.^r-raaaE pressure from some large shareholders to follow 

such a course. Page l6 

r. J2i i^ fc Terms agreed for further Bezeq sale 

rru-.-i" -- Israel’s Treasury yesterday prepared the way for 
t. ^ , ‘ sir?c further privatisation of B^eq, the state-owned 

•. . telecommunications company, by hammering 

out an agreement on cox^ltions for a future 
sell-off with Histadrut, the trade union federa- 
tion. Page 17 
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Bad weather threatens poor crop for Mediterranean growers 



prices poised to soar 


By Gary Mesd in London 


Mediterranean fruit growers 
are toeing their worst harvests 
in more than a decade, and 
consumers across; the Euro- 
pean Union may face signifi- 
cant price increases for both 
fresh and processed fruits. 

"In my 15 years with this 
company I’ve never seen any- 
thing like it,” said Walter 
Zanre, a director of Mediterra- 
nean Growers, the UK-based 
subsidiary of Europe’s biggest 
fruit processor. . Conserve 
Balia. “This is truly a cata- 


strophic year.” The problems 
started in April when late 
frosts severely damaged fruit 
trees in flower. 

Gales In Italy Jn June added 
to the damage, knocking over 
trees and blowing young fruit 
to the ground. Production of 

Italian pears, peaches and 
apples is likely to be 60 per 
cent below average as a 
result. 

"Ex-factory prices for pro- 
cessed fruits, both Juice and 
canned fruit, are already up 30 
per cent,” said Mr Zanre, 
whose company’s biggest mar 


kets are respectively Germany, 
the UK and France. 

Prices in the UK are not yet 
strongly affected, thanks to 
the strength of sterling, but 
that could easily change if the 
crops are as low as the grow- 
ers now expect, added Mr 
Zanre. 

In Greece the peach crop, 
which is largely used for pro- 
cessing. is likely to be simi- 
larly affected. French fresh 
fruit output will also be hit. 
but analysts estimate that the 
decline in crops will be less 
severe. 


According to estimates from 
Propnos fruit, the Italy-based 
analyst. EU apple production 
may be as much as 9 per cent 
lower than normal, down to 
6.76m tonnes against 7.47m 
tonnes in 1996. Italy is the 
EU’s biggest producer or 
apples and pears, 

PrognosEniit recently proj- 
ected a 12 per cent drop in 
apple production, to 1.8m 
tonnes, but farmers and pro- 
cessors are already revising 
that figure downwards. 

“Harvesting the Italian apple 
crop starts at the end of Sep- 


tember and we will have a 
clearer idea then,” said Mr 
Zanre. Last year, Italy har- 
vested 1.074m tonnes of pears 
out of a EU total of 2.606m 
tonnes. This year the EU’s 
total pear harvest is expected 
to be just above 2m tonnes, 
with Italy's share dropping to 
about 700.000 tonnes. 

Pear production will also be 
affected in Spain, where Prog- 
nosfruit estimates the crop 
will be some 562,000 tonnes, 14 
per cent lower than last year, 
and France, with 246,000 
tonnes. 26 per cent down. 


Foreign banks eye Latin America 


Potential for huge growth is encouraging acquisitions and expansion 


^ Geoff Oyer In 55o Paulo 
and David White in Madrid 


If further proof were needed 
that the international banking 
world is taking Latin America 
seriously, Henrique Campos de 
MereiDes provides it A Brazil- 
ian, he last year became presi- 
dent and chief operating offi- 
cer of BankSoston, one of the 
most blue-blooded in the US, 
which is now looking to South 
America to spearhead its 
growth. 

It has assets of about $5bn in 
both Brazil and Argentina ~ 
markets where it has been 
present for most of the century 
- and aims to grow in the 
region by 20 per cent a year for 
the rest of the decade. 

Rather than attempt signifi- 
cant acquisitions. BankBoston 
aims to grow through modern 
delivery systems, including 
credit cards, investment prod- 
ucts (it already claims a 20 per 
cent share of the market far 
mutual funds in Argentina), 
and even cm-hne, banking. . 

”Onr idea is that. We will in . 
due time be the only alterna- 
tive source to the huge retail 
banks, because we are building 
a portfolio of customers via the 
credit card and via mutual 
funds - very much like US 
companies such as Fidelity, 
Charles Schwab and American 
Express,” says Mr Mefeilles. 

The strategy is unusual, but 
shows bow hard many banks 
are working to gain access to 
Latin America. Both tn Europe 
and North America, bankers 
now seem to believe there is 
greater risk in staying out of 
Latin America than In enter- 
ing it 

Other banks are doing so by 
acquisition - notably Spam’s 
Banco Santander, which last 
Friday acquired Banco 
Noroeste of Brazil in a 1500m 
deal. This follows the UK- 
based HSBC Holdings' flbn 
acquisition of Bamerindus in 
May. 

The main attraction is the 
growth potential in consumer 
backing at a time of sustained 
economic growth and low use 
of the hanking system. 



Buenos Aires: foreign institutions are attracted by the growth potential in consumer banking 


In Brazil the volume of loans 
is equivalent to 30.per cent of 
GDP, compared with 180 per-, 
cent in the US. On average 
only one in two people has a 
ban k account in Brazil, com- 
pared with an average of three 
accounts per person in Japan. 
Some estimates put the num- 
ber of potential new Brazilian 
customers for the banking 
market at 30m. 

Other countries in - the 
region, such as Chile, are more 
sophisticated, but the pattern 
is similar. 

With inflation under control, 
a new lower middle class is 
developing across the conti- 
nent, and its members are 
thinking much more about 
saving and demanding more 
financial services. This is stim- 
ulating markets for fund man- 
agement and savings products. 
The last six months have seen 
joint ventures to offer pension 
plans involving US companies 
such as Aetna, Alliance Capi- 
tal and Chase Manhattan. 

The. fragmented nature of 
the banking sector has pres- 
ented opportunities to foreign 
institutions. In times of high 
inflation, many banks made 
handsome profits just by sit- 


ting on money. This encour- 
aged the creation of a large 
number of institutions, many 
of them family owned. Now 
many appear inefficient and 
are content to surrender inde- 
pendence. 

Finally, regulators, previ- 
ously the greatest barrier to 
entry, seem to be growing 
more lenient. With its 
approval of HSBC's acquisition 
of Bamerindus. Brazil's central 
bank signalled its readiness to 
let foreign banks play a 
significant role in the banking 
sector. 

Foreign banks' comparative 
advantages include low cost of 
fondling, more sophisticated 
technology and a much higher 
level of customer service. 

But several banks face awk- 
ward strategic issues trying to 
exploit these advantages, 
particularly in the highly 
competitive Brazilian con- 
sumer market. 

In buying Bamerindus, 
HSBC acquired one of the larg- 
est banking networks in the 
country, but it was a franchise 
that was badly damaged. 
Rumours about liquidity prob- 
lems under its former owners 
had led to a massive with- 


drawal of deposits. 

Spain's Banco Santander has 
been the most impressive 
acquirer, buying banks in the 
continent at a rate of one 
every seven weeks, to become 
the largest foreign presence. 

It has investments in the 
region totalling $3.7bn. "The 
Brazilian market is fundamen- 
tal to any strategy of building 
a full banking service fran- 
chise in the continent.” says 
Emilio Botin, the Santander 
chairman. 

Mr Both i is the biggest force 
in private sector banking not 
only in Spain but also fu 
Argentina, where a recent deal 
worth almost $700m to take 
over Banco Rio de la Plata will 
create the country's largest 
non-state bank group. 


But size could still be a prob- 
lem. The Noroeste acquisition 
may turn it into the seventh 
largest bank in Brazil, but it is 
still a long way behind the 
largest banks. Santander has 
authorisation to open up to 200 
branches in the country: the 
top four each has more than 
800 branches and they are still 
growing. Second tier banks 
could be squeezed. 

Santander says the boldness 
of its acquisitions and the 
search for a large market 
share is a necessity. Ana Pat- 
ricia Borin, daughter of the 
chairman and director in 
charge of the acquisitions, 
says: "Being second or first is 
important in order to be profit- 
able." 

But Santander has already 
come up against its self-im- 
posed ceiling for investment 
risk in Latin America - the 
equivalent of 20 per cent of 
total capital. 

Other Spanish banks are 
close behind it and the race for 
the continent has been 'has- 
tened by fierce internal rival- 
ries. Banco Bilbao Vizcaya 
(BBV) controls the top banks 
in both Venezuela and Colom- 
bia and holds big stakes in 
Argentina and Mexico. It 
began the latest Spanish rush 
in 1995. 

Still on the acquisition trail, 
BBV is looking at deals in 
Chile and Brazil. Both San- 
tander and BBV now have 
more banking employees in 
Latin America than they do in 
Spain. Analysts reckon that 
BBV will soon be obtaining 30 
per cent of its net interest 
income from Latin America. 
Additional reporting by John 
Amhers in New York 


US bank 
says $1.2bn 
merger is 
proving 
good value 


Ely John Authors in New York 


NationsBank’s acquisition of 
Montgomery Securities, one of 
a series of mergers between 
large commercial banks and 
smaller investment banks, 
will create an entity capable 
of going "head to head with 
Goldman Sachs and Morgan 
Stanley and whoever else is 
there”, according to Mr Hugh 
McColl, NationsBank's chief 
executive. 

Speaking to the Financial 
Times, Mr McColl said be 
believed the $l.2bn paid for 
Montgomery, one of the larg- 
est investment banks in Calif- 
ornia, was good value. 

He said the transaction had 
already generated extra reve- 
nue, even though it is not due 
to complete until October. 

Several Wall Street analysts 
were sceptical when the deal 
was first announced. Ms 
Nancy Bosh, analyst at Brown 
Brothers Harriman. down- 
graded her earnings estimates, 
describing tbe purchase as 
-absolutely ill-advised”. 

NationsBank’s S1.2bn was 
70 per cent in cash and 30 per 
cent stock, a price UL2 times 
expected income. 

Mr McColl said that as 
Montgomery was privately 
held, they bad been able to 
structure the deal to maximise 
tax advantages. This reduced 
the amount effectively payable 
by NationsBank by about 20 
per cent, he said, bringing the 
implicit earnings multiple to 
about 10. 

Montgomery was attractive 
mainly because it offered 
NationsBank the chance to 
arrange equity financing for 
clients throngh initial public 
offerings. 

But Mr McColl said the deal 
would also generate extra rev- 
enue for NationsBank’s debt 
financing operation. In the 
two months since the deal was 
agreed, more than 100 refer- 
rals have been made between 
the two banks (equity financ- 
ings for Montgomery and debt 
financings for NationsBank), 
generating new revenue of 
more than $40m, he said. 

Mr McColl said: "The real 
issue isn't going to be finding 
things to do together. It's 
going to be confrolling the 
insatiable demand from the 
NationsBank side for their 
services.” 
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Esso hit by retail ruling 


By Nonna Cohen, 
Property Correspondent 


Esso petrol retailers won a 
victory in the UK’s High Court 
on Friday when a Judge ruled 
that Esso could not force them 
to buy products other than pet- 
rol without breaching Euro- 
pean competition rules. 

The ruling could force Esso 
and other UK petrol companies 
to alter the terms under which 
retailers -are forced to turn to 
them to supply the most profit- 
able goods sold at petrol fore- 
courts. 

Esso yesterday confirmed 
that because of stiff competi- 
tion in petrol prices, most prof- 
its al forecourts were derived 


from non-petrol items such os 
soft drinks and food. 

However, Esso termed tbe 
ruling "technical" and said it 
was considering an appeal. 
The company said the lawsuit 
that gave rise to the ruling 
only related to a specific Esso 
contract prevailing In 1988. 

The ruling, in the Chancery 
Division of the High Court, 
was made on a request for 
summary judgment by a for- 
mer Esso retailer David Row- 
ley, of Birmingham. 

Mr Rowley had gone out of 
business tn 1993, partly, he 
claimed, because of the puni- 
tive terms of his contract 
pursued him for several thou- 
sand pounds, but Mr Rowley 


filed a counter-claim for the 
profits that he said Esso had 
deprived him of illegally. 

“The way is open for Mr 
Rowley and others like him to 
claim the petrol tie and related 
provisions are null and void," 
said Sarah Ferdinand, solicitor 
at Kelly, Ferdinand who repre- 
sented Mr Rowley. 

Julian Maitland-WaLker. 
solicitor for the Esso Licensed 
Retailers Association, which 
has filed a similar suit against 
Esso at the European Commis- 
sion in Brussels, said other 
contracts for Esso licensees 
and agents contain similar 
restrictions. He added that 
such clauses were standard in 
the industry. 


UK companies 9 Emu warning 


By-ffctaiti Adams, 

Economics staff 


With only 500 days to go until 
tbe launch of European 
monetary anion, a new survey 
of UK corporate treasurers has 
found many companies unpre- 
pared for a single currency. 

The survey by Record Trea- 
sury Management, a financial 
consultancy, found that 41 per 
cent of UK company treasurers 
claimed to haw "no. idea” of 
the cost of converting their 
business to a single currency. 

About 20 per cent of treasur- 
ers expected tbe cost to be 
between £2m and ESm. 


The UK is highly unlikely to 
be a member of the proposed 
single currency on January l 
1999, 

However, the chances of 
Joining in a second wave are 
much higher, while- companies 
dealing with the UK’s closest 
trading partners will need to 
be. able to deal with Euros 
from the very start, 

RTM approached 270 corpo- 
rate treasurers for the survey, 
and found that while a major- 
ity think Emu will be benefi- 
cial for the UK, only 46 per 
cent think it will help their 
own company. 

Information technology is 


one area under most pressure 
before the introduction of the 
Euro as companies prepare for 
periods of dual pricing. 

For example, the European 
Commission is said to hope for 
UK bank and credit card state- 
ments to carry Euro and ster- 
ling figures after January 1999, 
even if the UK is not a 
member. 

A report out today from Cap 
Gemini, the computer and 
business consultancy, says UK 
businesses “are taking exces- 
sive risks in delaying their 
preparations for Emu and are 
now in danger of being unable 
to meet deadlines". 
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Laura Ashley to warn of first-half loss 


By Christopher Price 


A trading statement from 
Laura Ashley this week is 
likely to signal first-half 
losses as a result of the UK 
clothing and home furnish- 
ings group taking remedial 
action to alleviate excess 
stocks. 

The company Is also 
expected to announce a slow- 
ing of its US expansion after 


disappointing trading, and 
further reductions in its gar- 
ment workforce in Wales. 

The statement is being 
issued ahead of the interim 
results next month and fol- 
lows a profit warning In 
April when the stock prob- 
lem was first disclosed. 

Analysts are forecasting 
first-half pre-tax losses of 
£4m ($6. 5m). against profits 
of £5. 2 m. While many are 


still expecting the company 
to stay In the black for the 
full-year, profit forecasts - 
which were pulled back from 
£20m to £Sm after April's 
warning - could be reduced 
further this week. The com- 
pany made profits of £14.4m 
last year. 

The statement will put fur- 
ther pressure on Ms Anne 
Iverson, chief executive, who 
was brought into Laura Ash- 


ley two years ago to turn the 
group around. 'The company 
has also been hit by the res- 
ignation of three senior man- 
agers in recent months. 

The job losses will be the 
second round of cuts in the 
garment business, which 
employs about 450 people, 
since Ms Iverson took over. 

The proportion of clothes 
made by the six Welsh out- 
lets for the company has 


Mien from 25 to 2Q per cent 
as Laura Ashley has 
attempted to brighten up its 
dowdy image and reduce 
costs by sourcing more prod- 
uct from south-east Asia. 

Trading at the new stores 
in frie US is expected to be 
disappointing and lead to the 
company reviewing the pace 
of its expansion. The strat- 
egy has been to open larger 
stores to include a bigger 


Fisher seafoods may net £100m 


By Maggie Urry 


Albert Fisher shareholders 
are waiting for confirmation, 
likely by Wednesday this 
week, of the UK group's plan 
to sell its seafood division 
for a sum which could reach 
£100m ($lG3m). 

The plan comes after last 
week’s decision by Albert 
Fisher to break off takeover 
tallrc with Chiquita Brands, 
the US banana company. 

One shareholder said that, 
after the bid hopes were 
dashed, "option B - implo- 
sion - is the best there is”. 
Many expect the sale of sea- 
foods will signal the start of 
a break-up of the group. 
Another said "if Chiquita 
was interested, there might 
be other players who would 


look at a cleaner business". 

One analyst said the 
board's statement announc- 
ing the end of bid talks, and 
plans to buy back shares, 
was “a lengthy resignation 
letter”. He added. “I’m 
damned if I know what they 
ran sell that will enhance 
earnings.” 

Tim Potter, analyst at Mer- 
rill Lynch, said “the manage- 
ment is under pressure to 
come up with inn ovative 
measures to restore some 
value to shareholders”. 

Since Stephen Walls took 
the chair at tbe fresh pro- 
duce. food processing and 
seafood group in 1992, he has 
battled to turn what Mr Pot- 
ter called "an aglameration 
of private businesses” into a 
growth business. 


However, the shares have 
continued to perform poorly, 
and one adviser said "it 
reached the stage some 
months back where they 
needed to take more signifi- 
cant action to create share- 
holder value. More of the 
same is not going to work 
anymore. I think Stephen 
[Walls] is being brave, be 
has to make some bold 
moves." 

He said there was a vogue 
with institutional sharehold- 
ers for a return of value to 
shareholders through share 
repurchases, as Rank had 
done following the £lbn 
disposal of its Xerox 
stake. 

Mr Walls said last week 
that the sale of a business 
would be above asset value, 


and at a higher p/e than 
the shares were trading 
on 

Buying back shares with 
the proceeds would push the 
groap into a virtuous circle 
of increasing earnings per 
share, he said. 

Depending on the share 
price when the bay-back 
takes place, and the amount 
raised from tbe sale of the 
seafood division, about 25 
per cent of the group's 
shares are expected to be 
retired. 

Although the sale would 
reduce profits - the division 
made operating profits of 
£7.7m out of a total of £45m 
in 1996 - the share buy-back 
would also reduce the 
annual dividend cost of 
£27m. 
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Stephen Walls; battled to turn group Into growth business 


WH Smith director denies break-up talks 


By Christopher Price 


Keith Hamiil. finance 
director of WH Smith, yester- 
day denied he had held for- 
mal discussions with inves- 
tors on breaking up the 
retail group, although he 
admitted to pressure from 
same large shareholders to 
follow such a course. 

Smith shares have fallen 
30 per cent in the past 12 
montbs. Tbe company. 


which owns Waterstone's 
book shops and the Our 
Price records chain as well 
as the high street stores, 
slipped to its first ever loss 
last year. 

Investor unease has been 
heightened by the departure 
of Bill Cockbum as chief 
executive after just 18 
months in the post, and the 
time being taken to replace 

him 

Mr H amiil, a candidate for 


the vacancy, said: "Neither 
myself nor anyone else at 
WH Smith has held discus- 
sions with outside institu- 
tions about breaking up tbe 
company." He said he under- 
stood the frustrations of 
shareholders in wanting to 
realise their investments 
more quickly through dis- 
posals. 

He also denied that he was 
using the break-up plan to 
appeal to shareholders over 


the heads of the non-execu- 
tive directors, some of who 
are understood to have come 
out in favour of Mr Richard 
Handover, head of Smith's 
newspaper distribution arm, 
to succeed Mr Cockbum. 

Smith directors are loath 
to be drawn into a break-up 
debate at snch a crucial 
time. The episode underlines 
the tensions wi thin Smith as 
the search for a chief execu- 
tive drags on. 


"Smith does not need its 
own directors to rock the 
boat,” said one retail analyst 
yesterday. "The share price 
is all at sea as it is.” 

Mr Hamiil said yesterday 
he had no plans to quit if he 
did not get the chief execu- 
tive's job. 

Analysts have suggested a 
break-up value of Smith's of 
about £L5bn, compared with 
a market value of just over 
£ibn. 


Harney to 

pursue 

Guinness 


By John Murray Brawn 
in Dublin 


When a hedge is not a gardener’s problem 

Richard Adams looks at why more UK companies don’t use currency hedging 

A s the half-yearly Treasurers’ forecasts off Hie trol" was a significant risk - can be easily identified. Bu 

company reporting : the fear that the spirit of if the treasurer decides noi 
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A s the half-yearly 
company reporting 
season has got- under 
way, so too have the protests 
from UK companies that the 
strength of sterling is cut- 
ting profits. 

BOC, the gas producer, 
estimated that sterling’s 
rapid rise in the last 12 
montbs would cut £46m off 
its annual profits because of 
the cost of translating for- 
eign currency earnings into 
sterling. 

But, as one letter writer to 
the Financial Times recently 
asked, surely UK companies 
could avoid these problems 
by hedging their currency 
exposure, using financial 
instruments to protect 
against exchange rate fluctu- 
ations? 

In fact, exporters use a 
number of techniques to 
lower currency risks. An 
engineering firm exporting 
machinery to Germany, for 
example, could price its con- 
tracts in sterling and shift 
the exchange rate risk on to 
Its customers. Exporters can 
also buy forward contracts 
for an exchange rate fixed at 
a future date. 

An unpublished survey of 
corporate treasurers by 
Record Treasury Manage- 
ment, a London consultancy, 
found that 77 per cent of 
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respondents used forward 
contracts and other currency 
derivatives. 

But Les Halpin. chief exec- 
utive of RTM, said while 
many companies were happy 
to use derivatives to hedge 
their cash positions, almost 
none was prepared to use 
similar instruments to pro- 
tect profits earned overseas. 

The result is companies 
with substantial overseas 
operations, such as BOC. 
Imperial Chemical Industries 
and Reuters, have reported 
translation losses in convert- 
ing foreign profits. ICI said 
interim pre-tax profits were 
down £90m because of tbe 


rapid rise in sterling. It attri- 
buted £30m to the transla- 
tion into sterling. 

So why not use derivatives 
to hedge translation costs? 
UK companies rarely do, 
according to Mr Halpin, 
because they often don't 
understand them. 

The RTM survey found 
that 30 per cent said "com- 
plexity” was the main, risk in 
using derivatives. "Most 
company executives think a 
hedge is something they get 
their gardener to trim," 
grumbled one City equities 
analyst. 

Another 35 per cent of 
treasurers said “lack of con- 


trol” was a si gnifican t risk - 
the fear that the spirit of 
Nick Leeson may live in a 
graduate trainee within the 
finance department. Since 
fnture profit levels are 
unknown, deciding how 
much to hedge is one bar- 
rier. 

Sandvik, the Swedish 
industrial group, was 
recently caught out by cur- 
rency hedging, as it reported 
an 18 per cent fall in first- 
half profits. In its case, tbe 
weakening of the krona 
meant its hedged positions 
made a loss. 

UK finance directors are 
reluctant to hedge for sev- 
eral reasons. Profits lost in 
translation can often be 
“paper losses" - it is only 
when the profits are con- 
verted into sterling that a 
loss is made. And there 
are complex accounting 
problems for representing 
derivatives on balance 
sheets, especially for instru- 
ments spanning several 
years. 

But the most Important 
reservation may be psycho- 
logical 

If a corporate treasurer 
gets permission to hedge 
overseas earnings, and a cur- 
rency shift makes the hedge 
unnecessary, then the cost 
and blame for the decision 


can be easily identified. But 
if the treasurer decides not 
to hedge, then the company 
is at the whim of the cur- 
rency markets, an act of God 
for which no one is responsi- 
ble. 

Ironically, many corporate 
treasurers are happy to let 
their organisations dabble in 
currency speculation - even 
though treasurers are no 
better than anyone else in 
predicting rate movements. 

In 1996, RTM asked them 
to predict sterling’s rate 
against the D-Mark in a 
year’s time. The highest 
reply was DM2.50. A year 
later, the pound rose above 
DM3.02 - 25 per cent more 
than the average forecast of 
DM2.40. 

Hedging cannot protect a 
company from extended cur- 
rency movements. John Ren- | 
nocks, finance director of 
British Steel, said: "Hedging 
is an important part of any 
exporter’s business activity, 
but can only defer the 
impact of violent currency 
swings." 

But, Mr Halpin replied, 
well judged hedging can give 
a company “breathing 
space”, enabling it to take 
decisions on moving produc- 
tion or resources before the 
full impact of a currency 
swing is felt 


Ms Mary Harney, Ireland's 
new minister for enterprise, 
trade and employment, has 
been forced into an embar- 
rassing climbdown after the 
Competition A u t h or i ty said 
she did not have the power 
to investigate Guinness 
Ireland’s acquisition of 
United Beverage Holdings, a 
local drinks distributor. 

Last week's move to refer 
the deal to the Authority 
was apparently made too 
late, as the law stipulates 
that an approach most be 
made within 30 days of a 
merger being announced. 

Ms Harney conceded there 
was a "technical flaw" in 
the procedure adopted by 
her department in referring 
the proposaL However, she 
said she would pursue 
"alternative means” to 
address her concerns about 
Guinness's dominant posi- 
tion in the market 

She intends to seek discus- 
sions with the company and 
referred to unspecified 
"options available to her 
under the Competition 
Acte”. 

Guinness accounts for 7 
out of every 10 pints of beer 
drunk in Ireland - and 9 of 
every 10 pints of stout The 
UBH deal would give it an 
estimated 27 per cent of 
packaged beer distributed 
by the main brewers. 

Tbe deal values UBH at 
I£48m ($70. 4m). Guinness, 
which already owns 30.8 pm 1 
cent. Is paying I£UL9m for a 
27.9 per cent stake owned by 
James Crean, the industrial 
group, and I£JM5m for a 18-5 
per cent stake held by 
Fyffes, the banana company. 
It has also agreed to acquire 
the I£llm of shares con- 
trolled by the Byrne and 
Doyle families. 
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SCA in brief 

June 30 
1997 

June 30 
1996 

Net sales, SEK M 

29,330 

28, 214 

Operating profit, SEK M 

2,772 

2,163 

Earnings after financial net, SEK M 

2,253 

1,673 

Earnings per share 



after tax, SEK 

7.62 

5.03 

Cash flow from operations 



per share, SEK 

11.79 

6.21 

Equity/assets ratio, % 

37 

39* 

Net debt, SEK M 

18,843 

17,462* 

Shareholders' equity 



incl minority interest, SEK M 

26,904 

26,237* 

Debt/equity ratio, rimes 

0.70 

0.67* 

Return on shareholders' equity, % 

12** 

12* 

Return on capital employed, % 

12- 

13* 

Number of employees 

34,003 

34359 


NOTICE OF REDEMPTION 
Nacional Financiers, S.N.CL, Trust Division 
as Trustee of the Nafin Finance Trust 
Guaranteed Floating Rate Notes Due 1997 
Cl/SIP No. 629718-AA5* 


* as per Dec 31, 1996 
** rolling 12-month values 


A complete report can be ordered from 
D.F. King (Europe) Ltd., Royex House, Aldermanbuiy Square, 
London EC2V 7HR, Great Britain, telephone +44-171 600 5005 


NOTICE IS HEREBY GIVEN, pursoant to the Indenture dated « 
of December 1 5. 1992 under wtuch die above described Notes were 
issued that Nacional Founders. SJN.C., Trust Division, as Trustee of 
the Nafin Finance Trust will redeem on September 15, 1997, 
94.59459459459% of tbe Outstanding Princ ipa l Amount of the Notes, 
amounting to SI ,050.000X10 on a pro rata basis in acoordmce with their 
respective Outstanding Principal Amounts. The amount of p ri nc i pal 
to be paid with respect to each SltXOOO principal is S52JD- 

On September 15. 1997, there will become due and payable on each 
Note the above amount, together with interest accrued to September 15, 
1997. On and after such dare interest will cease to accrue on the Notes 
(or portion thereof so redeemed). 

Payment of the redemption annum plus accrued interest on Bearer 
Notes will be made upon presentation and s ur rend e r of the appropriate 
coupon to one of the Paying Agents luted below: 

Citibank, N-A- Citibank (Luxembourg) SjV. 

336 The Strand 16 Avenue Marie-Therese 

London, WC2R 1HB Grand Dncty of Luxembourg 

England Luxembourg 

Citibank, NjL, as Note Trustee 
Angust 18, 1997 

*Thii CUSIP number has been assigned by Standard A Pear's 
Corporation and is included solely pit the convenience of the holders. 
Neither the Issuer nor the Note Trustee shall be responsible for the 
selection or use of the CUSIP number, nor is any representation made 
as to its correctness on the Notes or as indicated in this notice. 


or from 

SCA Corporate Communications, 
telephone +46-8 788 51 00, telefax +46-8 678 81 30. 


SVENSKA CELLULOSA A KT1 EBOLA GET SCA (pub!) 
Box 7827, SE-103 97 Stockholm, Sweden 


NOTICE 

Asof January 1.1993. wi thholdin g af31% of gross proceeds of any 
interest payment made within tbe United States may be required by tbe 
Internal Revenue Code of 1 986. as amended by the Energy Fo&qr Act 
of 1992. unless the Paying Agent has dvecotrectia^ayeridesnification 
number (social security or employer identification number) Or exemp- 
tion certificate of the Payee. Please famish a properly co mplete d Fom 
W-9 or exemption certificate or equivalent when presenting your 
securities. 


www.sca.se 


INTERNATIONAL NEWS DidEST.- 


range of furnishings. r 
The resignation of -Ms 
Bash a Cohen as buying 
director last month, sent the 
shares to a five-year low. It- 
came one month after the 
departure of two other direc- 
tors and led to speculation iaf 
management disarray. The 
shares have recovered 
slightly, but at Friday's close 
of 6lp, remain well below the 
20 Qp of a year ago. • 


group m 


Shinawatra Satellite and Advanced Ibfo Service, two Thai 
telecormnimicatiops companies which aie.bdth parts of 
the Shinawatra group of companies, reportedsluggish ‘ 
half-year, earnings. 

Shinawatra Satellite, which operates Thailand’s three 
telecommunications satellites, fell into a net loss of . , 
Bt258,7m (88.1m) in the second quarter, compared with - 
profits of BtflLSm, which pushed the company Into a first- 
half net loss of Bt266.2m. In the first half of 1996 ft made a 
profit of Btl75.6m. • 

Analysts said the losses were primarily due to costs 
associated with the start-up of operations of Tfiaicom 3. a 
new satellite launched earlier this year. In May Shinawa- 
tra switched many of its customers from Thaicom 1 to 
’naaicom '3, a costly process. : . ' 

The company has also suffered from a lack of payment 
from a struggling customer, cable television, operator Thai 
Sky TV, owned by the Wattachak Group. Analysts believe 
Thai SkV, which last week had' its. cut off by Shinawatra, 
owes the satellite operator more than Bt200m. . 

Advanced, Thailand’s leading mobile phone network 
operator, said first-half net profit was BtL84bn, up 3.4 per 
cent compared with the same period last year. Second- ' 
quarter earning s wereBt927.9m, up 4/7 percent on the 
comparable period. - . TedBardacke, Bangkok 


NEW ZEALAND 


1NL optimistic after 7% rise 


Independent Newspapers (INL), theJNew Zealand Newspa- 
per wiagaThw publisher which is 51. per cent con- 
trolled by Murdoch interests, expects to improve earnings 
further in the current financial year after repenting a 7 ? 
per cent lift in after-tax earnings to NZ$5(J.42m (US$32.4m) 
for the year to June 30. ... 

INL, which owns newspapers in New Zealand, Australia 
and the US. revalued its newspaper titles leading to a 
NZgMB.Un rise in their value to NZ$873 -2m. The revalued 
titles now account for 5<L8 per cent of total assets. / 
Revenues rose 3.6 per cent to NZ$95toL Qpezatingprofit 
rose 10.9 per cent to NZ$80.2m in spite of a 3.3 per cent fall 
in advertising revenues. Sir Colin Maiden, chairman, said 
the New Tkaianti operations performed strongly. 

Terry HaZL "Wellington 


JAPAN 


Aoki credit rating downgraded 


Aoki, a Japanese medimmsized general contractor, has - ' 
had its credit rating downgraded by the Japan Credit Rat- 
ing Agency, a private agency; underlining growing con- 
cerns about the company's financial state. 

The agency downgraded its credit rating assigned to 
Aokfs bonds to BB-from BB+, citing the prospect of con- 
tinuing weak profitability because of an expected cut in 
public works projects and Increases in the company's 
interest-bearing debt: ■_ 

Aoki, which has debt of Y3605bn ($3.01 bn) against 
Y119.4bn in shareholders’ equity, relies on public works 
for a significant proportion of its revenues. 

The contractor, which expanded aggressively into hotel 
operations and real estate development, is carrying out a 
wide-ranging restructuring. However, JCRA noted that 
the impact of this on profits was unlikely to be realised 

immediately. Aficfdyo Nakamoio, Tokyg 


BANKING . . 


WestLB reports 23% advance 


Westdeutsche Landesbank, Germany’s biggest public sec- 
tor bank, announced a rise In first-half operating profits 
of 23 per cent to DMTSOm ($412£m>. . 

Friedel Neither, chairman, said that the batik’s 
increased investment banking and treasury activities 
were proving to be important sources of earnings. “We 
expect the positive earnings trend to he maintained 
throughout the whole of 1997.” 

Net interest income was 6 per cent higher at DM1.93bn, 
while net commission Income rose 24> per cent to ‘ r 
DM374m. Profits from own-account trading were up 2d per 
cent to DM27to. . 

Although loan loss provisions were increased, overall 
risk provisions fell by 21 per cent to DM206m as a'result 
of changes in the liquidity portfolio. Before risk provi- > 
sions, operating profits showed a 10 per cent gain to 
DM956m. Andrew Fisher, Frankfurt 


CONSUMER ELECTRONICS 


Thakral forms joint ventures 


Thakral Carp, a Singapore-based consumer elec tr o nic s 
distribution company, is starting production of software 
products through the formation of three Jciint ventures in 
Hong Kong and China. 

Despite the fact that the company is nominally Sfnga- . 
pore-based, the distribution of consumer alectronlcain 
China and Hong Kong accounts for about 90 per cent 
its turnover and 97 per cent of its pre-tax profits . - - 

Thakral will invest S$X2.6m (US$8J5m) in the three joint 
ventures, which will have an annual manufacturing ■ 
capacity of 48m digital video discs, compact discs, 
CD-Rams and video CDs. ... 

“The production and distribution of softwareproducts , 
is a natural complement to our distribution activities: of : 
hardware products," said fnderbethal Singh Thakral. toe 
company’s managing director. 

James Kynge, Kuakrljsmpur 


■ Philippines . = : 

Manila terminal lifts ICTSfc 


International Container Terminal Sendees Inc UCTSIi. - 
the Philippines-based port operator, reported a.l&iEr cart 
rise in first-half net profit to 189.9m pesos ($&4*b) '■ftemi'tto 
comparable period’s 164,8m pesos, on a surge foccortainar 
traffic in Manila and its overseas operations. . 

The rise was attributed to a 7 per cent expansion hi con- 
tainer traffic at the-ManOa! rhfwnatinfrwrl container Ternd' 
nal, which ICTSI operates exclusively, and theshxiogp^ 
formances of its operations in Argentina arid'Mesjcbr-'. ■' 
The improvement came mostly in the. second r qu«rtef , 
whe n net profit mare thantripledto l4&n pegra-fronitbe. 
first quarter's 43Jm pesos. _ . Vl' 

Gross revenues from the MICT during tbe six-toontb" 
period improved slightly, to L29bn pesos from L24bh 
pesos in the first half. of .last year. Anal y st s w a rned jhat; 
the recent depreciation of the peso‘could put pressnre'.oh 
1997 revenues. •’ .> Aferi'TewrfeAlW 0 


VIETNAM 


Bank claims conrt yfctoty 


One of Vietnam’s biggest banks claimed ytetaryoyer , 
MlesPiearson, the Dutch hank, after a. ruling iu aSteg 0 ' 
pore court over a $593^00 letter of erediL - ■ 

State-owned Industrial and 
nam said tbe high court in 
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String- demand l from 
Inveatoni; tea 'Sftoeft. a 
iag Bangui oil cpmpany.Tffl 
; increase 3be ttrsi ,BussIsb 
. corporate, earoband town 
jUSniiaiawm. “ ■*' ' = 

- The Sllm^l _7etiro6«i4, 
Which dosed onFriday,wafi 
the first in a flood of Susdan 

corporate dtfct issues expec- 
ted to h4£ ,the in£eniatlonal 
capital markets over, the 
j^tewctoutbs. . ' 

. Other borrowers is the 
pipeline include Gazprom, 
the natural: gas behemoth: 
lakafl. the country's leading 

tijpflUpmy r Mnsajargo, the 

lioecow city power com- 
pany, and Moscow City Tele- 
phones, the capital's tele- 
coms company: -• * 


. ‘Wewere xfcssed hot not 
“surprised*" an official, at 
Salome© Brothers, lead man- 
ager. .said of -the high 
demkixd for Sfbneft paper. 

, TTWs shows there is a great 
deal -of. interest in the 
' marketplace for quality Rus- 
sian fixed income instru- 
ments." • 

. SHmeft, which Jest year 
produced 18 . 6 m tons of erode 
oO. car &2 per cent of the 
Russian total was able to 
beat other, better-known. 
Russian companies to. the ■ 
eurobond market, in part 
thanks to a scheme It devel- 
oped together with its advis- 
ers to avoid Russia’s With- 
holding tax. . 

’■ to a s t r u c ture pot together 
is with Russian 

central bask and ministry of 
finance authorities, Sibneft 


guaranteed the eurobonds, 
bat bond participation certif- 
icates were issued to inves- 
tors by a German bank affili- 
ated with Salomon Brothers. 
The bank then granted a 
loan of the same amount to 

Sfhneft 

Analysts predicted that 
the scheme might be imi- 
tated by other Russian cor- 
porate borrowers. 

.. Sfbneft, whose three-year 
bond was priced to yield 4 
percentage points over 
Libor, also benefited from 
toreigh investors 1 predilec- 
tion tor Russian oil and gas 
companies. 

■ Although Sfbneft does not 
have a credit rating, inves- 
tors accepted a lower pre- 
mium on its bond t he n on 
recant debut issues by three 
Russian banks. 


US merger creates a 
pa cka ging dream team 


By Tincy. Corrigan - . 

In Now York 

The merger of Sealed Air 
and Wit- Grace’s protective 
packaging business is, 
according to cue analyst, "a 
combination that baa been 
talked. about and dreamed 
aboot far years”: 

The deed, announced last 
week, , creates a company 
that- is= the. clear global 
leader to the market far pro- 
tective and specialist pack- 
aging, with annual sales in 
excess of *25bn. It is a sec- 
tor that requires more tech- 
nology than the conven- 
tional packaging industry — 
and enjoys higher margins. 

According to Mark Galley, 
an analyst at Menfll Lynch; 
“There really is a strong 
technology itak between the 
Sealed Air 'pro t ective pack- 
aging business" and Grace’s 
Cryovac -food -packaging 
business.” 

Seated Air'S business, pri- 
marily providing industrial 
and consumer protection 
against shock, includes 
well-known brands, such as 
Bubble Wrap and jifljy pad- 
ded envelopes. 

Cryovac is world leader to 
packaging systems far per- 
ishable foods. For example, 
Cryovac technology has pro- 
vided consumers with pre- 
pared salads in sealed pack- 
aging in supermarkets. “It 
sounds simple but it isn't," 
says one analyst, who 
explains that Cryovac had 
found a way of preventing . 
the salad from becoming 
soggy. 

While analysis say there is 
some overlap in the food 
packaging side - Sealed Air 
has a product called Dri-Loc, 
absorbent pads , used for 


retail packaging of meat - it 
Is "essentially a complemen- 
tary deal”, says one 
observer. 

The company said there 
would be. some cost savings 
- but the bulk of the 575m to 
SlOOm a year, over two to 
three years, which it esti- 

Packagers want to 
provide clients such 
as Gateway and 
Hewlett-Packard 
with ‘the same 
packaging 
solutions in 10 
countries around 
the world 9 

mates will he generated- by 
the . merger, win come from 
increased revenues. 

Sealed Air's record is one 
of Wring up to or exceeding 
tar g ets for acquisitions, and 
analysts describe its man- 
agement as the most able in 
the business - though it ban 
not previously tried to,, 
absorb a business considera- 
bly larger than itself. 

“It’s a unique opportunity 
to combine two companies 
that have a co mmit ment to 
research and development: 
and two companies which 
sell solutions to people’s 
packaging problems,” said 
T -J. Dermot Dunphy. chair- 
man pnd chief executive offi- 
cer of Seated Air, who win 
also be chairman and chief 
executive of the merged 
company, still called Sealed 
Air- . 

He added that Seated An- 
spent about ZS per cent of 
sales on research and devel- 


opment, compared with a 1 
per cent average for the 
industry. 

"We intend to stay very 
much focused on protective 
and other speciality 
operations," said Mr Dun- 
phy, adding that Sealed Air’s 
gross margin of about 37 per 
cent was much hi g he r than 
elsewhere in the packaging 
industry. 

The mato benefit of the 
deal for Seated Air will be 
Cryovac’s much broader geo- 
graphical reach - it is active 
in SO countries, compared 
with 26 for Sealed Air. For 
the much smaller Sealed Air, 
the cost of altering all those 
new markets alone would 
have been prohibitive. 

Yet. like the car compo- 
nents industry, packagers 
want to be able to provide 
clients such as Gateway and 
Hewlett-Packard with “the 

camp partaginf Solutions to 

10 countries around the 
world”, said Mr Dunphy. 

Most important, Cryovac 
has a strong presence in key 
countries to Latin America, 
such as Argentina and Bra- 
zil, and to eastern Europe, 
such as the Czech Republic. 

. Mr Dunphy pointed out that 
“95 per cent of the world’s 
population is outside the US 
and living standards are 
increasing rapidly". 

Mr Gulley, of Merrill 
Lynch, says both product 
lines have been growing at 
8-9 per cent, and believes 
this could accelerate to 11-12 
per cent after the merger. 
Cryovac has also success- 
fully introduced new prod- 
ucts, moving from meats 
into cheeses and ice cream, 
for example. "It may look 
innocent, but there is a lot of 
new technology." 


INTERNATIONAL NEWS DIGEST 

Agreement oh 
Bezeq sell-off 

Israel’s treasury yesterday paved the way far further 
privatisation of Bezeq, the state-owned telecommunica- 
tions company, by reaching an agreement on the condi- 
tions for a future sell-off with Histadrut, the trade union 
federation. 

Merrill Lynch, the IK investment bank, last month 
agreed to pay US$25Gm for 12.5 per cent of Bezeq, which is 
10 per cent owned by Cable and Wireless, the UR telecom- 
munications company. 

The Histadrut staged strikes in several sectors in soli- 
darity with Bezeq workers, who said they were not 
informed of the sale. Bezeq’s unions also demanded that 
f>>f government funnel proceeds from the sale to pension 
and compensation funds. 

Histadrut and the treasury yesterday agreed to allocate 
3 per cent of the value of the Merrill Lynch deal to work- 
ers. The treasury also said that it would “make every 
effort" to sell an additional 10 per cent of Bezeq by the 
pnH of October, and would earmark 80 per cent of the pro- 
ceeds “to safeguard workers’ rights”. 

Bezeq said: "If 80 per cent is to be reinvested to the 
company, the hoard should decide what to do with it.” 

Aui Machlis, Jerusalem 

n US DEFENCE INDUSTRY 

Antitrust concerns raised 

Senator Arlen Specter, who sits on the Senate Appropria- 
tions Committee’s defence subcommittee, said that he bad 
written to Joel Klein, head of the Justice Department's 
antitrust division, over a reported $lbn bid by General 
Dynamics for United Defense, a manufacturer of tracked 
military vehicles. 

Any deal would merit “close scrutiny by your agency 
and the appropriate congressional oversight committees," 
Senator Arlen told Mr Klein. 

General Dynamics has not confirmed that it has bid for 
United Defense, which is 60 per cent owned by FMC, the 
Chicago-based conglomerate. The remaining 40 per cent is 
held by Harsco, which is based to Pennsylvania. 

Senator Specter warned that General Dynamics and 
United Defense were now the only US companies making ! 
armoured vehicles, raising antitrust concerns. 

Four years ago. there were five groups to that sector, he 
claimed. Nikki Tail, Chicago 

■ OIL REFINING 

Korean groups ahead in first half 

Yukongand Ssangyong Oil, South Korea's leading refin- 
ers, reported higher earnings during the first half of 1997 
because of increased petrochemical and oil prices. Yukong 
posted a 826 per cent jump to net profits to Wonl00.5bn 
($112m) as sales rose 33 per cent to Won5,240bn. Earnings 
for Ssangyong Oil rose by 8 per cent to Won69.3bn. while 
sales climbed by 26 per cent to Won2,473bn. 

John Burton, Seoul 

■ CELLULAR TELEPHONY 

Growth slows at SK Telecom 

SK Telecom, South Korea’s largest cellular phone opera- 
tor, reported a 5 per cent rise in net earnings to 
| Wonl63.9bn ($183m) for the first half of 1997 as sales 
climbed by 55 per emit to Worn. 595 bn. It was the second 
highest profit for a Korean listed company to the' Janu- - 
ary- June period, behind that of Poihang Iran & Steel 
(Poscoj with Won543.2bn- 

Nonetheless, profit growth slowed sharply from previ- 
ous years because of increased competition to the mobile 
telecoms market. SK Telecom, formerly known as Korea 
, Mobile Telecom, enjoyed a monopoly in cellular phone 
, services until last year. 

Capital expenditures affected profits as SK Telecom 
| replaced its analog system with advanced digital equip- 
I ment Marketing expenses also increased to response to 
competition. 

Analysts expect pressure on earnings will increase with 
j the launch this autumn of several operators of personal 
I communications services (PCS), which is a cheaper alter- 
native to cellular phone systems. The government also 
recently reduced the call charges of SK Telecom. 

John Burton 


Shake-up in store for German retailers 
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S miles and short queues 
are rare in Germany's 
notoriously unfriendly 
and badly managed shops, 
but that may be about to 
change. Recent moves 
towards consolidation . at 
home and expansion abroad, 
suggest the country’s big 
retailers could at last be fac- 
ing up to their long-standing 
problems. 

“Germany is potentially 
one of the .most exciting 
retail markets in Europe. It 
is a fragmented market that 
is overdue for change," says 
Victoria Maxwell-Shape, 
European retail analyst at 
James Capel in London. 

The creation last year of 
Metro AG. Germany’s big- 
gest retailing group, through 
the merger of the German 
units of the Metro Group of 
Switzerland, could be the 
catalyst for transformation. 

. The merger of the 
cash-and-carry, department 
store and supermarket Inter- 
ests of Metro, Kaufhof and 
Asko prompted speculation 
about a wave of rationalisa- 
tion, which has driven most 
German retailers' shares 
Sharply higher this year. 

Last month, Metro turned 
its attention to international 
expansion, announcing plans 
to take over the remaining 
stakes it did not already own 
inMakro, the European cash 
and carry business. 

This deal, valued at about 
DM4bn (£L2bn), is still being 
negotiated bat would give 
Metro full access to Makro’s 
extensive operations in east- 
ern and western Europe and 
elsewhere. Analysts estimate 
it would create a cash-and- 
carry concern with about 245 
stores in 16 European coun- 
tries with total sales of 
about DM40bn. 

“That was vary good news 
for Metro. It gives them a Jot 
of clout in the cash-and- 
carry business, which may 
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tics and purchasing, whether 
they would pool their inter- 
ests more fully or whether 
Schickedanz would take over 
and run Karstadt 

But the move has won 
praise from analysts who see 
great benefits from pooling 
the two businesses’ mail 
order operations. Karstadt 
owns the Neckennan mail 
order company as well as 
department stores under its 
own and the Hertie names, 
and travel agencies. Schicke- 
danz owns Quelle. Europe's 
largest mail order company. 

“Quelle and Neckennan 
are a good fit it’s a good 
merger,” says one retail ana- 
lyst at a bank in Frankfurt 


A nalysts point out 
that Karstadt’s 
strength to logistics 
and distribution could be 
used to support Queue's 
expansion. Mail order might 
also be the easiest way for a 
retailer to expand across bor- 
ders in Europe, since it 
avoids the legal difficulties 
and costs of acquiring land 

and building new stores in 

foreign countries. 

But not everyone is con- 
vinced that mergers and con- 
solidation will solve the 
problems Germany’s big 
retailers face, arising from 
hlgi labour costs, subdued 
cemsumer spending and poor 
management 

“German retailing has 
been as area which on the 
whole has not been terribly 
well managed or of terribly 
good quality," says one ana- 
lyst at a London hank. 

“There is an Increasing 
awareness that things have 
been done better in other 
countries such as the UK, 
which is leading to consoli- 
dation and restructuring. 
But we are alarmed to the 
extent to which it is being 
assumed that fins will solve 
the problems. Just sticking 
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not be the format for. the 
future but it : does give 

them the possibility of devel- 
oping in Europe," Ms Max- 
weQ-Snape says. 

Foreshadowing -another; 
possible move, Metro will 
next month ask shareholders 
for permission to raise new 
capital - possibly as much 
as DM7bn - to help buy 
other companies In Germany 
and abroad. Klaus Wlegandt, 
Metro chairman, said 
recently that the group was 
keen to expand outside west- 
ern Europe, where consumer 
demand is stagnant, to 
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Poland, Turkey and China. 

But such repositioning has 
not been the sole preserve of 
Metro. Last week Schicke- 
danz, a privately-owned mail 
order and banking group, 
bought a a) per cent stake in 
Karstadt, the big retail con- 
cern, from Deutsche Bank 
and Commerzbank, two of 
Germany's biggest banks. 

Karstadt said it would now 
co-operate more closely with 
Schickedanz, but it is still 
unclear what form this 
co-operation will take - 
whether the two would sim- 
ply. work together cm logis- 


things together doesn't by 
itself solve anything." 

One development some 
analysts are uneasy about is 
the link-up between Spar, 
the German retailer, and 
Intennarchg, the French 
group - not least because 
their structures are very dif- 
ferent “There is a feeling 
that this could be two bits of 
dead wood getting into bed 
with each other," says one 
London-based analyst 

Karstadt’s problems 
mainly revolve around the 
poor performance of its 
department stores, in partic- 
ular difficulties with the 
integration of the recently- 
purchased Hertie chain. 
Klaus Becker, retail analyst ■, 
at SBC Warburg in Frank- 
furt, points out that Karstadt | 
is also burdened by high | 
costs relative to its sales. j 

Metro, on the other hand, 
has so far successfully inte- 
grated the Kaufhof and Asko 
concerns. Its shops are bene- 
fiting from a new “gallery” 
concept, involving a rede- 
sign to allow a better flow of 
customers and sharper dif- 
ferentiation between goods. 

Its hypermarket and DIY 
divisions have had difficul- 
ties, but its electrical goods 
division has prospered and 
its discount stores have ben- 
efited from the subdued 
economic conditions in 
Germany. 

But whatever the retailers' 
problems and advantages, 
analysts are convinced that 
more consolidation is inevi- 
table. If done well, it could 
create efficiencies and 
savings that would propel 
Germany nearer to the more 
developed markets erf the US 
and UK. It might even 
improve the country’s ser- 
vice culture, putting a smile 
back on the faces of custom- 
ers - and investors. 

Graham Bowley 
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The Workshop ‘lovcsnocnr Banking* 1997 b Tour 

fhanf. to feminarw yn nnflf with the Corporate 

culture of the most lepoobte Investment Banks. 
With in Cjs* Sn iJi r f, ifemsanni iwl 

face-to-face talks, the workshop offers a very well- 
rounded program. 

If you want to apply for this outstanding recruiting 
even cymi should be gnduanng in 1998 or be looking - 
as a young professional - for a new job opportunity in 
an Is vestment Bank. 


Connor us for a fax iD&n&adon broefame with the 
application farm- Deadline fee completed ap pli cat ion s 
is September; 5th. 1997. 

ACCESS, one of the largest recruiting companies 
in Germany and Europe, has given almost 2000 
qodKfiedgracliflnapromisiflgcinxrsczrt. 

The ACCESS- Wotfchops have become one of the 
most sophttdeaed methods for more than 80 German 
and inn-rnarvMw) companies to him isieisa&ooalip- 
minded graduates. 
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CFC BANK LIMITED 

(Incorporated in the Republic of Kenya) 


THE INTERNATIONAL FINANCE 
CORPORATION 

(Washington) 

have concluded a 

MAIDEN LOAN OPTION 
FACILITY 

US$ 10 MILLION 
JUNE 1997 

The transaction having been concluded, 
this announcement Is appearing as 
a matter of record onfy. 
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Net sales ibrlhe second quarter of 1997 

Consolidated net sates for the second quart* of 1997 wen ffiF 20.1 Mlion compared to 
FBF 18-7 baton far the second quarto of 1996, an increase of 8.4% on a comparable bas te. 


mfWrrdSons 

2nd quarto 
1997 

2nd quarto 
1996 

Change on 
a comparable 
baste 

Rat Carbon Steels 

10,025 

9,318 

+ 7.6% 

Stateless StEds and ABoys 

4,571 

4,318 

+ 5.9% 

Specialty Steels 

3,759 

3,537 

+ 7.1% 

Other actwities* 

2,482 

2£S1 

+ 14.1% 

B&nhaljon of sates 
between activities 

-721 

-765 

_ 

Uafaor 

20,126 

18R59 

+ &4% 


‘tndu^VsMourgcof^tamaaiJuneX, 1997 and after the s*e<*Dntm State. 

Tbe Increase in consofidatBd rat sales for the second quarter of 1997 confirms the rise in 
inwjfced voiomes as announced during the first quarto for all products (Rat Carbon Jaeefe: 
+ 10.1%, Stainless Steels and Alloys: + 13.7%, Specialty Steeis: + 13^%). 

Wise dearly progressing compared to the first quarto of 1997, the average prices of steels 
soW by the Group remain significanfly tower Ilian m the second quarter of 1996 (Rat Cartwn 
Steels: - 2.5%, Stainless Steels and Alloys: - 7M, Specialty Steels: - 6.3%) and do not jet 
reflect the impact of the pice Increases experienced by most of the Group's products during 
toe second quarter. 

Investor RatoBoasteL (33-1)41259898- fax (33-1) 41 2S 97 80 
Ueneb M^awwosmorcom 
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Global Investor / Philip Coggan 

Harbinger of shift to value? 
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European stock markets 
have left even Wall Street 
behind over the lest IS 
months, with the FT/S&P 
Europe (.ex-UK) index rising 
73 per cent in local currency 
terms since the start of 1996. 
compared with a 50 per cent 
rise in the S&P 500. 

This strength has been 
partly based on the same 
fundamentals which have 
been buoying the US market, 
namely low inflation and 
interest rates. But economic 
growth and corporate perfor- 
mance has been much more 
sluggish. 

As a consequence, 
price-earnings ratios are 
much higher in Europe than 
they are in the US; IBES esti- 
mates that, at end-July, 
France was trading at 23 
times 1997 earnings. Ger- 
many 26 times and Italy 21.5. 


compared with 19.4 for Wall 
Street. 

Although P/es tend to be 
higher in the early stages of 
a economic cycle, the Euro- 
pean markets may be vulner- 
able to an immediate set- 
back. Nikko Europe argues 
that valuations are high in 
France, Germany, the 
Netherlands and Switzer- 
land. both relative to bond 
yields and to history. 

Three themes seem to be 
driving the markets; the 
potential for restructuring at 
the corporate level, tbe pros- 
pects for economic recovery 
and the approach of Euro- 
pean monetary union. 

Restructuring has tended 
to be seen as a euphemism 
for job-cutting on the 
grounds that European 
industry needs to shed 
labour to compete in the 


global market. 

But recent weeks have 
reminded investors that 
takeovers may be just as 
important a theme; for 
example, the merger 
between the German banks 
Vere ins bank and Hypo-Bank 
or the takeover of insurance 
group Winterthur by Credit 
Suisse. Even a simple 
change in voting structure 
at RWE. the German utility, 
caused the company's shares 
to rise nearly 9 per cent on 
the day. 

There is plenty of scope 
for returns to improve, what- 
ever the chosen route. 
According to Mark Howdle, 
European strategist at UBS, 
returns on equity in France 

14.7 per cent) and Germany 

17.8 per cent) are well below 
the 15-16 per cent achieved 
by the best countries in 


Europe, the UK and the 

Netherlands. 

European economies are 
also gradually picking up 
speed. HSBC James Capel 
expects gross domestic prod- 
uct growth in the EU to pick 
up from JL5 per cent in 1997 
to 3 per cent in 1998 with 2£ 
per cent growth next year in 
Germany and 2.9 per cant in 
France. 

With plenty of spare 
capacity in most European 
economies - as witnessed by 
the double digit unemploy- 
ment rates in France and 
Germany - it should be pos- 
sible to achieve growth for 
some time without i gniting 
inflationary pressures. Capel 
is looking for inflation rates 
of under 2 per cent next year 
in both France and Germany 
and just 2.1 per cent in Italy. 

Added to these two bullish 


developments, of course, has 
been tbe weakness of the 
D-Mark and other European 
currencies in the run-up to 
monetary union. Investors 
have increasingly decided 
that, because of tbe account- 
ing ‘‘fudges" used by coun- 
tries to meet the Maastricht 
criteria, the Euro will be a 
weak currency. 

But this assumption may 
in itself be the greatest 
threat to tbe stock market’s 
health. Last week, rumours 
that European monetary 
union would be delayed com- 
bined with a warning from, 
the Bundesbank about infla- 
tionary pressures to send 
European markets sharply 
lower, with Amsterdam fell- 
ing 4 per cent and Frankfurt 
3 per cent on Wednesday. 

The prospect of an Emu 
delay, or a Goman interest 
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rate increase designed to 
control inflation, is likely to 
lead to a flood of money into 
the D-Mark. That would put 
pressure on the peripheral 
currencies, leaving them 
with the dilemma of whether 
to raise their own rates and 
risk stalling their economic 
recoveries - making it even 
more difficult to meet tbe , 
Maastricht criteria. 

How can investors best 
protect themselves against 


such dangers? Nikko argues 
that “any market decline is 
liable to hit those stocks 
which are highest in their 
relative valuation ranges the 
hardest. This is especially 
true in the case of those sec- 
tors driven up by consider-, 
atians of liquidity”. In short, 
it may be time for investors 
to switch out of growth and, 
into value stocks. 

Value investing has been a 
disappointing riiaripllna over 


the last few years, in part 
because of the under- 
performance of small' stocks . 
and in part because of the 
enthusiasm far the. '‘global 
Nifty Fifty” of stocks with 
worldwide ; business fran- 
chises. . T". u - 

.But a setback in European 
markets could prompt a shift 
track to value as investors 
take profits from their most 
liquid holdings, and. retreat 
from their riskiest positions. 


COMPANY RESULTS DUE 






ABN Amro 
likely to 
reach more 
than FI 2bn 


DM2.8bn-DM2.85bn (Sl-52bn- 
$1.54bn) in the first six 
months from DM2.72bn a 
year earlier, on sales of 
DM26.77bn-DM26.8bn, up 
from DM24.Sbn. 


ABN Amro Bank, tbe Dutch 
banking group, is expected 
to report on Thursday a net 
profit of FI 2.014bn-Fl 2.092bn 
($968m-$1.01bn) in the six 
months to June, up from 
FI 1.696bn last year, accord- 
ing to analysts. They expect 
the bank to raise its interim 
dividend to FI 0.53 from 
FI 0.45 a year earlier, 
adjusted for its 4-for-l share 
split on May 13. 


■ Bayer, the German chem- 
icals group, is expected on 
Tuesday to announce 
another set of strong figures. 
Analysts said they expected 
a rise in pre-tax profit to 


■ Volkswagen, the German 
car manufacturer, is expec- 
ted to announce first-half 
sales of DM55.lbn-DM55.6bn 
f$29.9bn-$30Jbn) - up from 
DM505bn - when it releases 
its results on Tuesday, ana- 
lysts said. They said the 
company would have bene- 
fited from a lower D-Mark 
and an attractive range of 
products. 

Heinz Weyerhaeuser. DG 
Bank analyst said he expec- 
ted the first-half net profit 
would be “about 70 per cent 
higher” than last time's 
DM282zn. representing a net 
profit of about DM480m. 


its for the six months to 
June to FI 859m-Fl 883m 
<.$415m-$427m) against 
FI 711m a year earlier, with 
earnings per share up from 
FI 2.69 to FI 3.24-F1 3.32. Ana- 
lysts said second-quarter net 
profit was expected to total 
FI 45&4S0m. up from FI 385m. 


ABN Aim 
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Share price rotative to 
the AEX index " 

126 


Share p rice relative to the 
FTSE Beta? Softs index -v 
102 


shi, analyst at Merrill Lynch 
Securities. 


■ Aegon. Dutch insurance 
group, is expected to report 
on Friday a rise in net prof- 


■ Canon, the Japanese elec- 
tronic and optical equipment 
maker, is expected to report 
pre-tax profits of Y112bn 
($949-2m) for tbe half year to 
June 30. up from Y63-7bn on 
the back of a weaker yen 
and strong sales of photo- 
copiers and cameras, ana- 
lysts said. The negative 
impact of falls in printer 
unit prices is expected to be 
offset by an unexpected reve- 
nue rise thanks to the weak 
yen. Canon is expected by 
most analysts to raise its 
full-year pre-tax profit fore- 
cast to about Y235bn from 
Y2l5bn when it releases 
interim results on 'Aug 27. 



Aug 1996 . - 
aoiiac o mw—M ice 


■ Royal Nedlloy*. the 
Dutch ferry and freight com- 
pany, is expected to repent a 
second-quarter net profit of 
FI 30m-Fl 60m ($14.4-$28.8m) 
on Wednesday, down from 
FI 291m a year earlier. Ana- 
lysts are expecting the sec- 
ond-quarter net profit figure 
to include an extraordinary 
gain of FI 35m from the 
recent sale of Nedlloyd's 
shares in Smit i ntnmatlnnal 


improvement largely from 
ongoing efficiency measures 
at the Milupa businesses 
acquired in 1995. • 


Source DMMtavnflCV ■ 


For parent-level results, 
due to be reported on 
Wednesday, analysts see 
Canon announcing first-half 
pre-tax profits of Y79bn, 
compared with a company 
forecast of Y67bn. 


■ Honda, the Japanese 
automotive company, is 
expected to report on Thurs- 


day a pre-tax profit of 
between Yl04bn-Y114bn 
l$88i.4m-$966.im) for the 
first quarter to June, up 
from Y76.06bn a year earlier, 
according to analysts’ fore- 
casts. Increases in car 
exports and the prolonged 
yen weakness were the main 
reasons behind the expected 
growth, said Takalri Nakani- 


B Nutricia, Dutch foods 
company, is expected to 
report on Thursday a first- 
half net profit of FI 13lm- 
FI 135m ($63m-$65m), or 
FT5^S8-F15.55 per share, up 
from FI 107m, or FI 4.47 per 
share, a year earlier, accord- 
ing to analysts’ forecasts. 
Darrell Duthie, Mees Pierson 
analyst, said he expected 
profit growth to come 
mainly from margin 


B Halifax, the UK bank: 
which recently converted 
from a building society, 
reports on Thursday, and is 
expected to have regained 
some ground in its core 
mortgage market However, 
its share of net new lending 
in the six month* to June 30 
is still likely to have been 
below its historical 20. per 
cent share. Fee income will 
be lifted by a first contribu- 
tion from Clerical Medical, 
the life, assurer. 

Most pre-tax profit fore- 
casts are in the £770m-£805m 
($L26bDr$L3lbn) range, com- 
pared with £649m last time, 
when Halifax took an.£88m 
charge for the costs of- con- 
verting to a bank. Unlike 
Alliance & Leicester and 
Woolwich. Halifax will pay 
no interim* dividend. 


B Analysts wifi be sc&xuxizqs 
Rentokil Initial’s interim 
figures on Wednesday.to ; -see 
ihe impact of BET, acquired 
by the company last. April 
for £2.Ibn. Pre-tax pro fi ts for 
.the six .months . to June, 30 
are forecast to come in at 
between £194m and £200m, 
compared with &3A5m for 
the first half last year. 


B’ Weir Group, the UK 
industrial engineering com- 
pany, is ejected on Wednes- 
day to report a rise in pre- 
tax ^profits Of more than 30 
per cent fur the half year to 
June 30. Analysts expect 
profits of £25m-£26m, com- 
pared with £19 2m. and full- 
year profits of £57m. Earn- 
ings pec share of 8.7p4.2p 
are forecast . 

Weir is ;one «rf a few edm- 
panies which use period-end 
currency exchange rates 
rather than averages, and 
analysts said that would flat- 
ter' the figures. ' .. 



talL 

1. Introduction 

Shareholders are referred to previous cautionary announcements published by che Company. 

In this regard, shareholders are advised that rhe board ot directors of rhe Company has been informed that agreement 


has been reached whereby Gold Fields Mining and Development Limited, a wholly-owned subsidiary of Gold Fields of 
Sourh Africa Limited. New Wits Limited and The National Trust of Africa Limited, a wholly-owned subsidiary of New 
Wits Limited, (collectively “the Sellers") will dispose of their interests in che Company to Rand Leases Properties 
Limited ("the Purchaser"). 


Collectively che Sellers hold 4 4 10 000 ordinary shares in the Company equivalent to 45- 1 3^ of the Company’s issued 
share capiral. The coral consideration payable to che Sellers in rerms of che aforementioned agreement will be 
R48 510 000 (forty eight million five hundred and ten thousand rand) which is equivalent to R 11 per share. 

2. Condition Precedent 

The agreement is subject to the suspensive condition that within 45 (forty-five) days after rhe date of signarure of the 
agreement the Purchaser shall furnish che Sellers with wrirten norice that rhe members of rhe Purchaser in General 
Meecing have passed resolutions approving che agreetnenc and turther approving any related transactions encered inro 
by the Purchaser co achieve the above. The Purchaser has undertaken to do all things necessary to convene the General 
Meecing within the requisite period and to recommend to irs members thac they vote in favour of the requisite 
approvals at such meecing. 

3- Offer to Shareholders 

Upon the agreement becoming unconditional the Purchaser shall ensure that an offer document will be presented to 
che minority shareholders of the Company in accordance with the Securities Regulation Code and shall be posred 
within the prescribed rime limits, or, in che event that che Securities Regulation Panel permits a standby offer to be 
made, char all notifications or announcements to shareholders required in terms of the scandby offer are made within 
the prescribed rime limics. 

4. Services Agreement 

On the effective date of che agreement the Company shall terminate its agreement with Gold Fields of South Africa 
Limited as its administrative and technical advisors and secretaries. 


Caution should accordingly conrinue to be exercised by shareholders when dealing in the shares of che Company uncil 
such time as a further announcement is made. 
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Italy embraces noyaux durs 


In looking for a group of 
core shareholders to take a 
combined stake of up to 15 
per cent in Telecom Italia 
before its full privatisation 
in October, the Italian gov- 
ernment is treading a well- 
established path. 

The Treasury has invited 
more than IGO potential 
investors to join this group, 
with no single buyer getting 
more than 3 per cent. It 
wants to see 10 to 20 such 
shareholders in place before 
the public offering, which 
will be reduced by about 
one-third as a result. 

The concept of core share- 
holder groups - referred to 
as noyaux durs - dates to 
French efforts at privatisa- 
tion in the 1980s. Favoured 
domestic groups - some of 
them state-controlled - took 
stakes in companies being 
privatised. Often they ended 
up with diversified portfolios 
in industries that had little 
or no connection with then- 
core business. 


Now some French compa- 
nies are unwinding these 
positions as they restruc- 
ture. So is Italy pursuing a 
policy that some investors 
say has become outdated? 

In the Italian govern- 
ment's case, its aims are 
broadly similar to those of 
the French: to ensure a 
smooth transition for a com- 
pany from state to private 
ownership and to prevent 
hostile foreign takeovers in 
its immediate aftermath. 

But in practice, bankers 
and fund managers say, 
there are key differences 
between what is being 
offered in the case of Tele- 
com Italia and the original 
concept of the noyaux durs. 

A French core shareholder 
group may have expected to 
be granted wide powers, 
including board representa- 
tion. While details of what 
rights and obligations the 
core group at Telecom Italia 
will enjoy have not been 
revealed, such inducements 


might not be offered since 
the company is listed and 
has a large group of share- 
holders already. . 

However, members of the 
group will not be allowed to 
act in concert. It also 
remains to be seen whether 
they get their stakes at a dis- 
count and get board repre- 
sentation. They may have to 
pay a premium for such a 
sizeable nhnnir of an Issue 
that is expected to be 
heavily oversubscribed 
domestically and abroad. 

In addition, if tbe likes of 
AT&T, Unisource. Mannes- 
mann, the Italian banks and 
private-sector Italian inves- 
tors - the type of core share- 
holder group the Treasury 
would like to assemble - 
agree to become core share- 
holders, they cannot sell for 
three years. 

Some bankers argue that if 
these restrictions apply to 
Telecom Italia they will sub- 
stantially reduce the power 
base of the core group com- 


pared to that enjoyed' by 
French noyaux durs. How- 
ever, much will depend on 
who tbe shareholders are - 
the private placing is expec- 
ted to be completed by the 
end of September. 

- Telecom Italia has a mar- 
ket value of more than 
L7,000bn, and the 44.7 per 
cent in state hands - aft of 
which is being sold - is val- 
ued at $17bn. 

Allocating a third of fhi 
issue to the core group will 
automatically mean fewer 
shares for retail investors 
and pension fund managers: 
This might not be at bad 
thing; some say, given the 
massive size of the transac- 
tion. 

They add that if strategic 
investors are willing to ; be 
locked in for three years., 
with relatively few potential 
privileges; It should send- a 
positive signal about Tde- 
com Italia. This is presum-, 
ably what the Italian' govern 1 
ment hopes to see. ■ 
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: This Week 


NEW YORK By Richard Tomkins 


After last week’s intense 
volatility in US markets, 
culminating in Friday's 
battering' of blue-chip stocks, 
the focus of attention in the 
nest few days will be 
tomorrow's meeting of the 
Federal Open Market 
Committee. 

With the issues little 
changed since the FOMC's 
last session in early July, 
most analysts are predicting 
that the Fed will leave the 
funds rate target ii|irhangi»ii 
at 5 Vi per cent: but that is 
unlikely to be enough to 
calm investors’ jitters about 
the longer-term outlook for 
growth and inflation. 

Daily swings of 1-2 per 
cent in share prices and 1 
per cent in bond prices have 
now become common, 
reflecting investor 
scepticism that today's 
combination of strong 
growth combined with low 
inflation can persist much 
longer. The question now Is 
not so much whether the 
Fed will increase rates 
again, but when. Salomon 
Brothers predicts that it 
could be as early as 
September. 

In a quiet week for 
important statistics, there 
may be little in the way of 
strong guidance on the 
economic outlook. 
Tomorrow's figure for July 
housing starts is expected to 
be 1.45 m, the same as the 
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June figure, and 
Wednesday’s figures for the 
June trade deficit are 
expected to show that the 
deficit was slightly down 
from $ 10 _ 2 bn in May to 
$Z0bn, with imports 
unchanged and exports 
rising a little. 

Thursday brings the 
publication of the 
Philadelphia Federal Reserve 
business survey for August, 
with analysts polled by 
Standard & Poor's MMS 
predicting a decline In the 
index from 28.1 in July to 23. 


. LONDON r]By •• * •fi'-.y y J V 


Traders in London will be 
hoping to catch their breath 
after the turmoil of las t 
Friday, when the FTSE 100 
index suffered its biggest 
points foil since the crash of 
1987 and endured its largest 
percentage decline for five 
years. Thin August markets 
are likely to exacerbate the 
potential for volatility. 

The international 
background will be 
uppermost in investors’ 
minds, with nervousness 
about a turn on Wall Street 
allied to fears about a rise in 
German rates, which have 
kept European markets on 
the back foot. The 
Bundesbank council meets 
on Hursday and there is an 
outside chance of a rate rise 
from the Federal Reserve 
open market committee 
meeting on Tuesday. 

Ironically, the sharp 
decline in the Footsie has 
been accompanied by a 
rebound in the 250 and 
SmallCap indices, both of 
which have benefited from 
the decline in the pound 
against the D-Mark after the 
Rftnk of En gland hinted th at 
interest rates had paused for 
the time being. 

in economic terms, the 
main focus will be on 
Tuesday's retail sales figures 
and Thursday’s Confeder- 
ation of British Industry 
survey. The UK economy 
has been marked in recent 
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Revaluation on the cards 


Another revaluation of the 
green pound is an the cards 
this week, barring a sudden 
sharp fall In sterling. Steve 
Knight, currency expert at 
the Home Grown Cereals 
Authority, said “little can 
stop this revaluation now”. 

He predicted the new 
green rate, at which Euro- 
pean Union aid payments 
are translated from Ecu into 
sterling, would be 68.6% to 
the Ecu. against 72.0S29p set 
on June 5 - a revaluation of 
about 3.5 per cent 
The new rate is due to be 
set on Wednesday afternoon, 
when the last of five 10 ~day 
confirmation periods ends, 
and would come into effect 
at midnight that night 
This would be the fourth 
revaluation this year and is 


sure to renew calls from 
fanners for the UK govern- 
ment to seek compensation 
under EU rules. Other coun- 
tries have secured compen- 
sation packages, but the UK 
has been reluctant to apply 
as part of the money would 
have to come from govern- 
ment funds. 

A rising green rate causes 
reductions in the sterling 
value of EU aid payments. 
Mr Knight said if his predic- 
tion of the new rate was cor- 
rect the intervention price 
for November wheat would 
fall from the current £86.64 a 
tonne to just over £83. 

Other agricultural prices, 
such as milk, would be 
affected, as would the value 
of compensation payments 
to cattle farmers sending 


animals far slaugh ter under 

the “over 30-month scheme” 
designed to remove BSE 
from the food chain. Direct 
payments, such as area aid 
payments, have already been 
set for the year, however. 

After the last revaluation, 
in June. the'National Farm- 
ers Union said the combined 
fails in aid payments would 
cost UK farmers more than 
£1.5bn in 1987. Adding to a 
poorer harvest than last 
year, the problems in the 
beef industry and other pres- 
sures, UK farm incomes are 
expected to fall sharply this 
year. 

However, farmers might 
be relieved that recent weak- 
ness in the pound has saved 
them from a much larger 
revaluation. 


months by a sharp 
divergence between the 
consumer a nd manufac- 
turing sectors, and analysts 
will be looking to see if this 
continues. The gilts market 
will also be interested in 
July's public sector 
borrowing requirement, out 
today. 

The results season enters 
a quiet period, with main 
interest in Thursday's 
figures from Halifax — the 
first since It converted to a 
hawk - arid Bmtnkil Initial’s 
interims on Wednesday. 


AMSTERDAM 

Dutch shares will casting 
around for a base level after 
last week’s dramatic shake- 
out There should be good 
corporate news from the 
batch of market heavy- 
weights r e po r tin g six-month 
results, and having tumbled 
by 10 per cent last week the 
leading AEX index is now 
12.5 per cent below its 
August peaks. 

But sentiment has been 
severely dented by recent 
events and all eyes will be 
on Wall Street today. Much 
of the recent volatility stems 
from seasonally low trading 
volumes, which traditionally 
stay at current levels until 
the end of August “There 
are signs that the institu- 
tions have withdrawn to the 
sidelines.” said one broker 
on Friday. 

Four companies within the 




mm I 


The Bundesbank said last 
week it would no longer 
commit itself in advance to 
specifying the conditions of 
its weekly repo tender, 
another strong hint that it is 
preparing the market for 
rising German interest rates. 

The central bank would 
drop the policy it has 
followed for so long of 
specifying far weeks in 
advance whether the repo 
rate would be fixed or 
flexible, Johann Wilhelm 
Gaddum, vice-president, told 
a German newspaper. 

Last week the Bundesbank 
kept the repo rate an hold 
and failed to move to a 
variable-rate policy - 
against the expectations of 
many economists. 

But several analysts still 
believe the bank could begin 
to raise interest rates soon 
to bead off future 
inflationary pressures posed 
by the weak D-Mark and the 
strong rally in German share 
prices. 

The Bundesbank, which 
last week took a hard line on 

infla tion in its monthly 

report, is due to hold the 
first council meeting since 
its summer break on . 
Thursday, when it could 
make more pronouncements 
on infla tionary conditions 
and inter est rates. 

Fear of an interest rate 
rise put German shares Into 
a tail-spin on Friday after 


AEX index report this week, 
starting on Wednesday with 
shipping leader Nedlloyd. 
But the big guns come out 
on Thursday and Friday 
when ABN Amro and Aegon, 
respectively, will provide 
i n v e stors with a precursor to 
the following week's num- 
bers from rival financial 
heavyweight, ING. 

Both ABN and Aegon are 
widely expected to turn in 
pleasingly strong six-month 
earnings growth, but both 
sets of shares are said to be 
well up with events, even 
after last week's sell-off 

PARIS 

The CAC-40 index lost 4J> 
per cent last week to end 6 
per cent below its all-time 
high. Sentiment was domi- 
nated by Wall Street, con- 
cerns about German interest 
rates and the dollar. The 
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CURRENCIES By- Meted 

Market backs Germany to raise rates first 
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nervo us trading throughout 
the week. The DAX index of 
top German companies 
closed a£ 4.15SL86 at the end 
of flooptrading and at . 
4,077.49 at the dose of 
electronic trading, down . 
about 3 per cent 
Among the worst hit were 
the big chemical companies 
after two of them, Hoechst 
and BASF, disappointed 
Investors with their results. 
Bayer, the other big 
chemicals company, is due 
to publish its half-year 
results on Tuesday. 


market shrugged off good 
corporate news, notably 
from Renault and Axa-UAP. 

T rading last week was lim- 
ited to four days and vol- 
umes will stay low for the 
rest of the month, suggest- 
ing the market will remain 
vulnerable to international 
setbacks for equities. 

With no important corpo- 
rate or economic data due 
this week, the market will 
remain preoccupied with 
German interest rates and 
the dollar. 

This week’s raft of Ger- 
man economic Indicators 
win be eagerly tracked by 
market participants. Accord- 
ing to a recent note from 
NIkko Securities, the Ger- 
man economy has now- 
gained enough momentum 
for the Bundesbank to raise 
Interest rates in response to 
the weaker D-Mark and 
higher inflation. 


Many investors will return 
to the markets ftfe week. ' 
after the holiday period, 
when volumes thinned and 
trading was dominated by 
large foreign and domestic 
participants. In equities, 
caution is likely to prevail, 
with investors still digesting 
last Monday’s 4 per cent 
plunge in the Nikkei 225 : - 

average and watching to see 
tf New York and other 
markets continue downward. 

Traders and analysts say 
the reason, for last Monday's 
stock market rout was that. 
too many negative factors 
c on verged at once. The slide 
followed a string of weak 
economic data that . . 
heightened fears about 
corporate earnings 
prospects. 

Share prices had 
rebounded modestly by the 
end of the week, with the 225 
index up 103.41 on Friday to 
19,326.03 - wall above 
Monday's close of 1&S24.38 
but nearly 300 points lower 
than the previous week’s 
Close Of 19.G04.4fi. 

With little significant 
ec onomic data due until the 
end of the month, equities 
will be influenced in the 
short term by tire New York 
markets and US economy, 
currency movements and . 
domestic corporate news. 

In the band market, 
analysts expect Japanese 
government bond futures 


ZURICH 

Corporate restructuring 
came to the Swiss stock mar- 
ket last week and was found 
wanting. The planned 
SFrl-L3bn takeover of the 
Winterthur insurance com- 
pany by CS Group was given 
a broad thumbs down by 
Investors - a reaction that is 
likely to weigh heavily on 
sentiment this week. 

Both the CS and Winter- 
thur share prices have fallen 
steeply since the ileal was . 
announced last Monday — CS 
has come off almost 11 pa: 
cent - and doubts about .the 
takeover's ability to survive 
in its present form have 
taken hold. There is a strong 
Appling among brokers that 
Winterthur shareholders will 
fail to ratify the deal at next 
month’s meeting. . 

It all maria for an unhappy 
five days trading - the SMI 
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their bull run after Friday's 
fail following strong gains 
earlier in the week. 

The yield on the 10-year 
JGB fell to a record intraday 
low of 2.065 per cent on 
Friday, but rose to close at 
2.060 per cent, with the price 
down from 106.40 to 10&36. 
But given the weakness in 
economic fundamentals, the 
yield Is likely to breach 2.00 
per cent as early as 
mid-week, predicts William 
Campbell, fixed income 
analyst at J. P. Morgan. 


index shed more than 6 per 
cent - and the market is 
unlikely to throw off its 
black mood m a hurry. 

HONG KONG 

Currency ’Worries made for 
confused trading in the 
Hong Kong stock market 
last week and there is likely 
to be every Incentive for 
renewed selling today, gven 
that on Friday Wall Street 
ran up Its second-biggest 
daily fell loss on record. 

No stranger to volatility. 
Hang Kong shares look set 
for a bumpy ride. . A 
property-led recovery looks a 
possibility. The sector’s dis- 
count to net asset values 
was 35 per emit before Fri- 
day’s 2 A par cent drop in the 
■Hang Seng index. The more 
bullish brokers suggest there 
is. ample scope for bargain 
hunting in the sector. 


VALUE - COMMENT 


Cable & WMass (UK) 


Optus Communications 
(Austntfa) 


Telecoms 


S730m 


Govt OKs stake 
Increase 


Tomorrow’s US Federal 
Reserve monetary policy 
meeting and Thursday's 
Bundesbank council meeting 
promise to hold the currency 
markets in thrall this week, 
after a period of jostling 
between the D-Mark and the 
US dollar. 

Although the chances are 
slim that either body will 
raise interest rates, and 
thereby spark a run on their 
respective currency, senti- 


ment late last week 
suggested Germany is the 
market’s favourite to make 
the first move. 

But even then there is a 
strong body of opinion that 
discounts a Bundesbank rate 
rise. Marc Chandler, an ana- 
lyst at Deutsche Morgan 
Grenfell, said: “There is no 
compelling need to adjust 
monetary policy.” 

He cites the need for a 
lower D-Mark to rebalance 


the German economy, and 
the lack of strong price pres- 
sures. The recent rise in the 
cost of living was the result 
or “one-off fectors”. 

“For monetarists, note 
that money supply growth is 
slowing. For the Keynesians, 
note that there is much 
excess capacl ty in Ger- 
many ," Mr Chandler said. 

Elsewhere in Europe, UK 
expectations of another base 
rate rise could follow a very 


strong retail sales report on 
Wednesday. 

The south-east Asian 
emerging markets could con- 
tinue to add spice to the yen 
and the dollar this week, to 
the yen’s detriment. The 
unwinding of managed cur- 
rencies in Thailand, Malay- 
sia and Indonesia, accompa- 
nied by some steep falls, has 
hurt Japanese multination- 
als with investments in the 
region. 


The last of the remaining 
managed currencies in the 
region, the Hong Kong dol- 
lar. has come under steady 
attack and fallen to its low- 
est level for the year. 

Aviaash Persaud, at 
J.P. Morgan, says a second 
phase of currency turmoil 
could be on its way in Asia, 
as domestic corporates and 
hanks respond to uncertain 
new regimes by reducing for- 
eign currency borrowings. 
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Deferred payment 


Asia Standard 

International Capital Limited 

(bampoaamd m Bannuda tmaui feMxy) 

U.S. $40,000,000 .. 

7 percent. Guaranteed Convertible Bonds due 2001 
ADJUSTMENT OF CONVERSION PRICE 

Further to the announcement- of Asia Standard International Group Limited (the “Company") on 
29thjtdy, 1997, die directors of the Company are pleased to announce that at the (pedal general meeting 
of the Company held an 8th August, 1997 the shareholders cf die Co mp an y -passed all resolutions, 
including approval of die bonus imie (die “Bonus Issue?) of shares ofHK$0.40 each m the share capital 
of the Company- 

As a result ofthe Bonus Issue and pursuant to Clause 10(A)(ii) of theTnist Deed constituting the Bonds, 
the conversion price of the Banda has been adjusted from HKS2J1 per share to HK$1.84 per share 
svith effect from 14th August, 1997-^ Theadjusnnentbas been certified by. Price Wuexboun, die auditors 
of die Company 


1 8th August, 1997 


By Order of die Board 
. Chia YnkChfng 
Secaaary 
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The FT can help you reach additional business 
readers in France. Our link with the French business 
. . . newspaper. Lea Echos, gives you a unique . V 
recruitment advertising opportunity to capitalise on 
the FT's European readership and to fiirther target the 
French business wcaricL For information on rates and 
further details please telephone: 

Toby Finden-Grofts on +44 171 873 4027 







tiy., 


i 




t.V- 


r-_> 





20 


MARKETS: This Week 




JSE’s bulls look for rate cut 


Hardly a day goes by in the 
South African financial mar- 
kets without someone critici- 
sing Chris Stals, the gover- 
nor of the Reserve Bank, for 
his tough approach to mone- 
tary policy. South Africa's 
would-be “Bundesbanker” is 
sometimes seen as the only 
obstacle to a roaring bull 
market on the Johannesburg 
Stock Exchange. 

Needless to say, it is not 
that simple. But the market 
is beco min g increasingly 
impatient about an interest 
rate cut - especially so since 
the easing of exchange con- 
trols appears to have passed 
off smoothly. 

The JSE has had a tepid 
performance so far this year. 
Its rise of about ll per cent 
in dollar is nothing to 
write home about; aside 
from some Asian and east 
European countries, most 
wnw g'mg markets are enjoy- 
ing a stock exchange party 
to which South Africa was 
not invited. Nevertheless, 
foreign investors are not dis- 
appointed and many portfo- 
lios remain overweight in 
South African shares. 

"The key to what is going 
to happen on the JSE is 
interest rates. The advan- 
tage of South Africa over 
other markets is that it will 
not follow the rest of the 


South Africa 

JSE Gold Stines index 
. 1/600' — b— 
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world in tightening mone- 
tary policy," said Justine 
Roberts, at Deutsche Morgan 
Grenfell in London. The 
bank is targeting an all- 
share index of 8,400 in about 
a year, compared with Fri- 
day's dose of 7,439.8. 

South Africa's interest 
rates are very high in real 
terms -* with inflation at 83 
per cent the real prime over- 
draft rate is about 11 per 
cent Real interest rates will 
rise further as inflation falls 
towards 7 per cent this year. 

“The risk is that interest 
rates have been too high for 
too long, and that would 
mean rates would have to 
come down aggressively," 
said Costa Vayenas. at UBS 


in London. Some analysts 
are even worried the econ- 
omy. which will struggle to 
grow 2 per cent this year, 
could plunge into recession. 

But there is one thing 
stopping Mr Stals from act- 
ing. South Africa’s insatiable 
appetite for credit. The bor- 
rowing spree has kept pri- 
vate sector credit growth 
firmly above 16 per cent, 
way above the central 
bank’s target of 10 per cent. 

One of the reasons for the 
growing impatience over 
interest rates has been the 
surprisingly smooth easing 
of exchange controls. 

From July 1 , individuals 
were allowed to make for- 
eign currency investments. 
The central bank estimated 
individuals took out some 
R144m in the first month. 

The small outflow is 
remarkable. A year ago. 
when the rand was crashing, 
it would have been unthink- 
able. "It seems South Afri- 
cans now believe the rand's 
depreciation will be in line 
with interest rate differen- 
tials,” said James Cross, dep- 
uty governor of the Reserve 
Bank. 

The smooth easing of con- 
trols on individuals was a 
boon for the JSE. as fears of 
asset sales to finance off- 
shore investments faded. 
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Week on week mcMement Month an month movement 

Year to date movement 

Index 

15 mi 

Actual 

F*ercartt 

Actual 

Percent 

Actual 

Percent 

World (449) 

Latin America 

185.58 

-5.51 

-2 m 

-6^2 


+25.47 

+1521 

Argentina (22) 

139.05 

-1.77 

-126 

+427 

+3.16 

+31.92 

+29^0 

BrazH (22) 

396.32 

-10.1 1 

-2.49 

-25.10 

-5.96 

+13529 

+61.83 

Chile (21) 

220.84 

-4J6 

-2.02 

-4.14 

-1.84 

+58-39 

+35.94 

Colombia (12) 

260.71 

+12JS5 

+5.06 

+19.10 

+721 

+87.02 

+60.10 

Mexico £26) 

116.47 

-3.61 

-2.96 

+4.07 

+3.55 

+3680 

+45-05 

Peru (12) 

1,264.41 

+5.15 

+0.41 

-96.76 

-7.11 

+257.19 

+2564 

Venezuela (7) 

91.51 

-2.70 

-2.86 

-4.64 

-4.83 

+2924 

+47.18 

Latin America (122 ) 

Europe 

....206.21 

-4^4 

-2.16 

-4.46 

-2.12 

+62.71 

+43.70 

Czech Hep .(10) 

83.14 

+2.04 

+2^2 

+8.65 

+8.70 

-21.14 

-2027 

Egypt oej 

192^7 

+0.02 

+0.01 

-124 

-0.64 

+42.78 

+28.56 

Greece (19) 

17B37 

+3.75 

+2.14 

+4.58 

+2.63 

+6636 

+5927 

Poland (28) 

322.88 

+8.68 

+2.11 

+46.16 

+16.68 

-20.86 

-6.07 

Portugal (18) 

202^5 

+1.99 

+0.99 

+5.53 

+2.81 

+66.17 

+38.42 

Russia (9) 

508.14 

+1.49 

+020 

+Q2J9B 

+19^2 

+392.11 

+183^3 

South Africa (28) 

14025 

-5.47 

-3.75 

-6.77 

-4.61 

+10.36 

+728 

Turkey (27) 

168.12 

-5^0 

-3.17 

-16.60 

-8-99 

+43.08 

+34.45 









Asia 

China (33) 

8750 

+3.75 

+4.47 

+17.62 

+2518 

+31.10 

+55.06 

Indonesia (26) 

115.49 

-2528 

-17.96 

-47.08 

-28.96 

-40.94 

-26.17 

Korea (27) 

92.79 

+0.14 

+0.16 

-0.50 

-0.54 

+11.57 

+1425 

Malaysia GO) 

1ST .68 

-7.73 

-4.08 

-34.42 

-15.93 

-98.74 

-3521 

Pakistan (12) 

91.40 

-527 

-5.54 

+5.34 

+620 

+3225 

+56.36 

F’hHpfdnes p2) 

215.84 

-25.94 

-10.73 

-16.31 

-7.03 

-97.95 

-3121 

Taiwan (30) 

234.43 

-5.51 

-2.30 

-6.02 

-2.50 

+48.99 

+26.42 

Thailand (28) 

98.09 

-3^9 

-3.63 

-3.77 

-3.71 

-57.07 

-36.78 

Asia (138) 

....19522 

-1006 

-4.90 

-1B28 

-6.56 

-22.35 

-1027 
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State Bank of New South Wales Limited 

A.C.N. 0C3 983 228 

US$250,000,000 

Extendible Floating Rate Notes 2003 

(Previously US$250,000,000 due 1998) 
(Guaranteed by the Gcwnmant of the StatB of New South lAfefesi 

Notice is hereby given that the rate of interest for 
the period 18th August 1997 to 18th February 
1 998 has been fixed at 6.0625% per annum. 
Interest payable on 18th February 1998 per 
US$10,000 note will be US$309.86 and per 
US$100,000 note will be US$3,098.61. 

Agent: Morgan Guaranty Trust Company 
of New York 
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But it is a different story 
for institutional investors, 
with combined assets of 
about RfiOObn. The easing of 
controls on them could have 
a severe impact on the JSE. 
That is why the government 
devised a mechanism - asset 
swaps - to protect the mar- 
kets from a sell-off as domes- 
tic investors scramble to 
diversify offshore. 

A South African institu- 
tion invests abroad by swap- 
ping assets with a foreign 
investor; sales of shares by a 
domestic institution are 
matched by purchases by a 
foreign investor. 

The measure has been 
hugely successful this year 
as the rand stabilised and 
foreign investor confidence 
grew. Mr Cross said the 
swaps this year already for 
exceeded R22bn, compared 
with RISbn for the whole of 
last year. The question now 
is: what will happen when 
institutions get more free- 
dom and are allowed to sell 
assets without finding a for- 
eign buyer first? 

The market's overall per- 
formance has also not been 
helped by gold's dramatic 
fall from grace. Although 
bullion is becoming less and 
less important to the South 
African economy, the stock 
exchange still gets some- 
thing of the old mining town 
buzz whenever gold looks 1 
like it might recover. 

The gold index crashed 
from its peak this year of . 
1,588 at the end of February | 
to a low of 898 last month 
and is struggling to claw its 
way back above 1,030. Bul- 
lion’s failure to hold above 
$325 an ounce - from a peak 
of $368 in January - is cast- 
ing doubts over the sector's 
ability to recover to vaguely 
respect a ble levels. 

Gold shares could become 
attractive to those looking 
for rand hedges. But for now 
they have found alternative 
hedges. Michael Power, 
director for Africa and the 
Middle East at Barings Asset 
Management in London, sees 
value in the chemicals sector 
where fuels giant Sasol has 
caught investors' attention. 

In a market which is 
bubbling along nicely rather 
than on the boil, investors 
are picking stocks carefully. 
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appears In the UK edition 

every Monday, Wednesday 
& Thursday and In the 
International edition 
every Friday. 

For further Information 
please contact: 

Toby Fin den-Crofts 
+44 0171 873 4027 
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Tata Electric, part of India’s 
family-controlled Tata 
group, last week became the 
latest in a series of Indian 
companies to tap the inter- 
national debt markets. It 
issued 8300m of Yankee 
bonds In the US in two 
$150m tranches: re<p with a 
10-year maturity, the other 
over 20 years. 

The move follows last 
month's £150m offer by Reli- 
ance Industries - the first 
eurosterling issue by an 
Indian company - and a 
$150xn floating-rate note 
from state-owned Indian 
Railways Finance. 

This procession of issues 
was signalled earlier this 
year by India’s decision to 
allow a number of its most 
creditworthy corporates to 
issue bonds overseas - pro- 
viding they had a Tn-mimiTm 
maturity of 10 years. 

State-owned industrial fin- 
ancing companies Power 
Finance and ICICI have also 
issued debt this year, as has 
Telco, the motor vehicle divi- 
sion of the Tata group. A 
further four issues are expec- 
ted by the year-end. 

The issuers have taken 
advantage of tightening 
emerging market spreads In 
the last 18 months. The 


J- P. Morgan Emerg in g Mar- 
ket Bonds index has nar- 
rowed from an average 
spread of more than 1,000 
basis points in early 1996 to 
about 355 points. 

Tata Electric’s 20-year 
Issue was priced to yield 
only 193 basis points over 
benchmark US Treasuries. 
Indian Railways’ seven-year 
note, priced to yield 75 basis 
points over Libor, was 40 
basis points tighter th?n its 
debut offering last year. 

Matthew Panikar, manag- 
ing director of Reliance 
Europe, says the euromar- 
kets offer Indian corporates 
longer maturities and 
cheaper pricing. "There is 
not a lot of price differentia- 
tion between borrowers in 
India,” he says. 

India could be a big issuer 
of international debt. It Has 
more than 7,500 listed com- 
panies, including a handful 
of blue chips with global rep- 
utations. But only the big- 
gest have issued foreign 
debt Regulatory restrictions 
and the la ck of a sovereign 
benchmark have discour- 
aged many companies. 

William Rogers, -managing 
director of debt capital mar- 
kets at Chase Securities, 
which ran the book for Tata 






Electric, says Indian issu- 
ance this year will be "about 
$l.5bn-$2bn", mainly from 
state-owned companies in 
the utilities and infrastruc- 
ture sectors. 

India is rumoured to be 
discussing a eurorupee issue 
by an international institu- 
tion such as the World Bank 
or Asian Development Ba nk, 
but has no plans for a sover- 
eign eurodollar issue. 

In the absence of a such 
an issue. Indian corporate 
debt is priced in reference to 
long-standing issuers such 




as Reliance, and other global 
issuers in. the same sector. 

Investors agree a sover- 
eign issue would raise 
awareness of Indian risk, 
and. encourage the govern- 
ment to develop its own 
investor relations. 

Awareness is limited, par- 
ticularly among Investment 
grade buyers. “One US insur- 
ance company asked me 
whether there was any 
chance of India going to war 
with China " recalls Mr Rog- 
ers. "It was part of their due 
diligence." 


Redemptions to test falling spreads 


Economic stability and 
growing investor confidence 
have reopened international 
bond markets to Brazilian 
borrowers in the financial 
and non-finanrial sectors. 

But while the arrival of 
unfamiliar borrowers has led 
to an increase in spreads 
paid by the corporate sector, 
better-known issuers in the 
financial sector have seen 
their spreads fall steadily, as 
investors have become mare 
confident that economic 
reforms begun in July 1994 
will bring lasting stability. 

The question borrowers 
face is whether this trend 
can continue, or whether the 
cost of borrowing will rise. 

Spreads paid recently by 
Brazil's big banks show that 
investors rate them very 
close to Brazil's sovereign 


risk. This means spreads are 
unlikely to fen further ahead 
of an upgrade in country 
risk, and nobody expects 
that before the end of 1998. 

Richard Seagal, at San- 
tander Investments in New 
York, says Brazilian borrow- 
ers could lose out to others 
in the region if Argentina's 
risk receives the upgrade 
many expect in tbe next 
month or two. "Investors 
might decide Mexican or 
Chilean bonds are more 
interesting than Brazilian 
issues." he says. "I don't 
think we should expect an 
upgrade for Mexico, but 
that’s a conclusion many 
investors will draw.” 

It may seem churlish to 
predict difficult times ahead, 
given the reception enjoyed 
by Brazilian issues in recent 
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J.P. Morgan & Co. 
Incorporated 

US$200,000,000 
Subordinated floating rate 
I notes due August 2002 

In accordance uUh the 
proo&om of the notes, notice 
is hereby given that for the 
interest period 18 Aupist 1997 
to 18 November 1997 the notes 
mill carry an Interest rate of 
5.61719 % per annam. Interest 
payable on the relevant 
interest payment date 18 
November 1997 will amount to 
USS7 1.73 per USSS.000 note. 

Agent Morgan Guaranty 
Trust Company 


JPMorgan 


N.V. Nederiandse 
Gasunie 

DEM 75,000,000 
inverse floating rate 
notes due 5H)Q3 

The notes will bear interested 
9.09375% per anmm for the 
interest periodlSAagust 1997 
to S8 February 1998. Interest 
payable on 18 February 1998 
toOI amount to DEM 46.48 per 
DEM 1000 note and DEM 
464 L 79perDEMW,000note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 



U.S.$500JXXU)00 

A National Westminster Bank 

(Incorporated In England with IMtodlUalty) 

Primary Capital FRNs (Series “B") 
in accordance with the previsions of the Notes, notice is 
hereby given that tor the six months interest period from 
August 18, 1997 to February 18, 1998 the Notes wflt carry an 
interest Raffi of 6.0625% per annum. The interest payable on 
the relevant Interest payment date, February 18, 1998 against 
Coupon No. 26 wifl be U.S. $3,098.61 aid U.S. 5309.96 
respectively tor Notes in denominationBbfU.S. $104000 and 
U.S. 810,000. 

By: The Chase Manhattan Bank 
London, Agent Bank 
August 18, 1997 


months. The success of the 
30-year, $3bn sovereign 
global bond launched in 
June will help lengthen 
maturities for other borrow- 
ers, and indicates that, the 
market for Brazilian paper is 
far from saturated. 

Nevertheless, the volume 
of Brazilian Issues falling 
due in the fourth quarter 
will be a test of tbe market's 
appetite. From $782m in 
August and $743m in Sep- 
tember, redemptions will 
jump to $l_26bn in October, 
$1.8bn in November and 
$L63bn in December. If pres- 
ent conditions continue, bor- 
rowers should face little dif- 
ficulty rolling these issues 
over - but if they fry to 
extend their borrowings, 
spreads may have to 
increase. 


A reversal could also be 
sparked by worries over Bra- 
zil's current account deficit 
in the balance of payments. 
In the medium term, the 
shartfeU will comfortably be 
covered by foreign capital 
inflows, but more and more 
economists are warning that 
the gn w p rmhgnt must imple- 
ment tough reforms to cut 
public spending before sta- 
bility is threatened. 

Government concern to 
finance the deficit with capi- 
tal flows gave financial bor- 
rowers a boost last month. 
Banks borrowing overseas to 
lend at home may now 
invest in high-yielding trea- 
sury notes. The rush to bor- 
row was in part responsible 
for a $2.7bn rise in foreign 
reserves in the first 10 days 
of August, to a record $63bn. 
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The Rnancial Times plans to publish a Survey on 

Bermuda 


on Monday, November 3 


For further Information, please contact: 
Marla McCoy .. 

Tel: +44 171 873 4358 
Fax: +44 171 873 3204 
Peony Scott 
Tel: +212 745 1346 

Fax: +212 313 0704 . 

or your usual Financial Times 
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WORLD INTEREST RATES 
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2448 12ft 11% *1% 

1.50 £3 33 SB 65% * 66% _ 

25 2447 15]| 15% U}1 *ift 

25 41% 41 41 

. . 008 03 14 567 24ft 24% 24ft 

2214%*B«9aS» 0*0 12 361C6 18ft >8 18 

43 23% 6©K*. 0.48 1.1 18 2555 4£iJ C% <2% _ 

23%3£%Ba«*.Hfl* 142 52 12 123 27% 37% 27% -% 

B% 8% BUnMn 1 (U3 70 1* 8i2 8% 8% -ft 

7 6% BAteknci 056 85 *98 6% " " ' 

9% 8%9O0l*TBH 051 62 6« 9*« 

42% 280UC* 0 80 11 6578 36% 

46%37%B*artA 051 1 1 15 51 44% 

10*4 8 ESufQiVX 100102 360 9i! 

4 2%tOcaEm 56 557 3J1 

35% 24BMCW 006 02 22 527 3051 
60% 47Bo»9* 0S6 1.0 31290*73 S7ft 55% 5S% -2 

a%2B%BaseC 060 16 17B3 36*2 37*2 37% -1ft 

6*2 3% BortsyCc 680 6,ft 6 6,ft 

12% 8% ftWn CM 1 1 JO 166 1M768 lift 10% 10% 

X%£*4*B»CeO 1 SO 60 13 4 MiJ 24% J4{J 

78ft 4!B0SSa 65 5082 73% 7lft 71% 

29% 34ft Bate! Te S3 2495 27ft 26% 27% 

54 36% Ba«B BOO 1 5 44 B2D 53}1 53% 53% 

32% 21%BKffd£ 061 12 616 28% 27ft 27fJ 

27*4 23% BSE Rap 1.38 54 8 800 25% 25*; 25,'. 

27% 17BmefT* 02B 1 4 X 756 20ft 19% 19% 


6 % 6 % -% 
9ft 9% *ft 
38 XS -,5 
44 44% ■♦% 
9% •_ 

3% 3» +A 
* 30ft *ft 


-A 


53% 42% 8099 

1.1? 

£3 

22 1791 

49,1 

48$ 

46$ 

17% iO%BretaVn 



17 5364 

14% 

Mft 

1«A 

88% 53% BrMySc 

IE 

£1 

2424256 

75% 

73 

73 

12% 91%BrAtr 

£59 

£6 

10 109 

*art 

99 

99% 

U% 64% BP * 

£29 

£9 

1911(80 

82$ 

X 

X 

•8% 158PftuflM 

IX 

94 

7 as 

17 

1612 

18$ 

®% a%BSte4t 

IX 

60 

11 4455 

28ft 

ZB 

3 

83% 81%8T> 

341 

55 

11 94® 

62% 

61% 

61% 

30*2 26% BKIVnU 

LX 

49 

11 375 

30% 

29$ 

29$ 

®% i4%SronSp 

IX 

59 

14 304 

17% 

16% 

18% 

15% CBoufiti 



£0 254 

14 

13% 

13% 

E% C%BmfmA 

IX 

£4 

18 a 

X 

44% 

X 

E% C% BmFmB 

IX 

£3 

18 zO 

46% 

46% 

46% 

38% 5% ftferr 

OX 

£0 

5648 

34% 

S% 

34ft 

8 6% 8RT 



12 2D 

7% 

7% 

7% 

33 23%Bmsu*. 

a® 

17 

14 2258 

30$ 

30% 

30% 


24 16% Brasn We* 
X 25% BateyeCei 
Sift 40%8u«raR 
19% 12% Rfl Coo 
97|i 70% BaW 
54% 40% Baft 


15% li%Bir*nmR: 100 7 1 21 


0.48 £0 IS 421 U34 23% 21H 

14 165109% X% 39% 

352 69 12 108 5lft 50ft 51 

13 618 10% IBS 18% 

130 1 3 16 4833 91% 89% BOft 
055 U 16 7133 49% 48% 48% 


34% 34% BidlBOW 


20 


186 14% I3tl 14 
77 32*4 32, i 32% 


46% 24% CAKTV 
37% 31 *4 CMS En X 
119 96%CNARa 


-c- 

1783 42!J 41ft 41 ft -1ft 
13 34 14 545 Sft 35ft 35ft -% 

> 13 111% 110% 111% 

37% 20%OtfTracci 0.40 1.1 18 701 35% 35 ’. 35*2 

103% 75% CPC 1(4 US 1684 01% BOft soft -1% 

72% 15%CPlCan>4 056 26 21 IS 21ft 20ft 21ft 4-1% 

62% 41% CSX 194 13 14 4656 57iZ 58% 57ft -1ft 

85% 41 CIS COP 072 09 >5 23 79% 79% 78% -% 

31% 22% CsbMWVp » 058 2.1 20 416 27% 26% 76% -ft 

46% 27% C*m 22 4622 33% 32% 32H 

29% 2l%CaotC 040 15 12 1257 27ft 267; 27 -1/, 

21$ 15%CaM0tti ai6 08 22 2B3 7D!! 20% 20% -ft 

41% 3l%C*SdM» 119 3.0 16 217 30$ 39% 39ft 

4»% 26% CakaOsgn X 1574 46*p 45% 45% 

10% 2% CdRteE 010 10 « 10% 9% 10 

42 32Cafenagy 23 508? 36% 34% 35 

032 £4 22 215 1^ 13% 13% 

0.40 1 1 3943 S 7 ; 3511 36ft 

078 OJ 17 3628 34$ 33$ 34 

040 15 47 404 21% 21 21 

0.77 1 6 X 5782 48% 47ft 47% 

» 272 !t % a 

032 1 1 X 2304 30% 30ft 30% - 

032 09 15 3033 35% 35% 35ft - 

.. . . IX 7 0 66 18ft 16ft 18% - 

aft 19*2 Cana Up 2.X 9.4 9 2863 25ft 2Sft 75ft • 

66% nCotfOh Q.10 02 33KS35 56.V 54% 55 *1. 

ax 13 X 519 47$ 42% 42ft -% 

14 187 X% 30*2 31ft 

044 U) 71 1258 43$ 43 43 

IX 65 14 907 34% 34ft 34% 

LX £9 14 m 48$ 45% 46% 

19fi l’ftCaWWd, 016 131 X 786 16% 16ft 16% •% 

lB 14% Cascadex 049 £J 13 3 17% 17% 1 ‘ 


15 10% CJpnQm 
X$ lB%CaBR9ys 
X% 26%OM|BI( 
2% 17 Carnal Co 

53% X'« CnvUS 
1 

31 ft 2%Co#X 
44% X*2Cp0nefi 
18 ft 14 %C^Btd 126 


44% 27CartC04 
35% 23% Con*** 
45% 31% Cfw4A 
38*4 X% CarFAL 
48*2 »%Cp«t1l 


17% 17% *% 
16% 16}| 

65 ii 65|J -$ 


17% 15% CmdF N G * 098 SB 19 57 16$ 

«*2 48%CasdCp* 020 03 13 2457 66% .. „ 

11$ BCaftAnwxOte 04 tfl 1« lift lift lift 

17ftt3%CatfeS<> 181 16*4 16 16 -ft 

61*2 36% Oft** IX 17 14 BIS 59 58ft 58ft -1% 
43% 77% CO Cop 15 100 3Bft 36ft 36ft ' 

45 35% Cfldaf F» « £5D 56 15 132 44% 43% 44% 

11$ 9%Cm£s* Offi T 1 131940 11% lift 11% 

59% 33*2 Cente 078 05 13 SC 52% Sift 51% 

34% 29%Ces*Hdan 214 05 11 1» 33*4 X X 

2Bft 74% CantrLiHi 158 6 0 13 483 26,1 3ft 2b*; 

13ft lOCenrltei 090 73 M 308 12% 12% 13% 

76 43% Cem !*KSP 016 V.l 72 226 «*2 «% 68% -1% 

13% 10%cmnutmi OX 7J 8 245 12ft 11$ 12ft *A 

X 18 Cents* ■ 1 74 07 11 2705 20ft a 20ft -% 

037 1.0 12 XI X% 37 Xft 

27 1246 43% 42ft 42ft 

15 1020 17% 16% 17 

OX 03 3235 61% 60% 60*; 

OX 15 10 23 15ft 15% 15ft 

61 8% 8% 8% 

£48 £3 1423743 171*2 109$ 110 

'» W 1» T * 1& 

27 669 14% 14% 14*2 

£« 57 12 171 37% Xft 36% 

18 57 20% 19% X 

0® £4 IS 289 34ft 33% 33-% 

£32 10 1814198 78% 77ft 77 ft 

OR £6 125 25$ Sft 25ft 

OX 04 1007 19% 18% 18% 

OX 14 488 14% 13,‘| 13$ 

12 236 7ft 7ft 7% 

19 1C SOft 49$ 50 

X 110 Xft 38ft 36ft 

IX 4 7 7 2556? 35% 34% 34% 

1.16 1 8 X 1950 67$ 65$ 65% -7$ 
132 U 11 2014182ft 179 179 -4ft 
aw as 607 Xft 9% 9% 

£46 6.1 17 57 41ft 40 ft Xft 

040 1 5 17 7313 27,4 25$ 27 

048 15 14 715 S% 25% 25!! 

5 7X lft 1% 1ft 
IX 55 16 3564 33% 32% 32% 

212 58 18 334 36% Xft 36ft 

014 04 3 4452 34% 33% 33$ 
a 2841 aft 23% 22$ 

£10 18 1614810 136% !X% 133*2 
7 M 97% 97% 

3 99% 99% 09% 

1941 8% 8% 8ft 
1318 8ft 8% 8% 

29% 20%Qyrwri> 044 16 17 1019 Xft 27$ 27% 

37 18% CAE 008 02J7 801 3?% 31% Xft 

23ft 120*31* 0)2 06 21 16B3 £% 21% ?]$ 

17ft l2%Cbytr «n OX 05 1G11X 17 16ft iSft 

10}! 7% CfcxranBfi 081 78 18 10ft 10ft 10ft 

756 00 7100 94% 94% 94% 

IX 31 8 781 42ft 41 $ 41$ 

74Q 8.1 2D 91% 91% 91% 

£56 18 a 1300138*2 IX ft 132ft -«$ 

, _ SB 3ft 3% 3,i -% 

11% 10% CNA tea™ OX 85 S2u!1% lift 11% *% 

30% !S% CancteiS! 1 OX 1.1 11 11a it% 17ft 17% *ft 

«% X‘2C0mS*l X 544 45ft 44$ 45,% -ft 

57%43%C0sea 040 08 101716 54% 92% 52% -lft 

056 18 X 51502 5B% »% 58% -1ft 

OlO 04 17747 26ft 25% 26% *% 

015 1.1 624 13$ 13% 13!J *ft 

012 HI 28 2618 43 *2% 42% -1% 

453 17ft 18% 17% -ft 

1.10 1.7 2B14243 69% w% 65% 4$ 

064 58 144 10$ 10% 10% 

055 0 4 568 18% 6ft 8% -ft 

OX 9.1 111 7*2 7ft 7% -,‘a 

051 06 iffi 7$ 7% 7$ 

IX 1.5 14 122] 00% 65% 66ft -$ 

*W4 01 13398E7 33% 32 Xft *1% 

IX 69 3 385 23*2 22$ a 


37% X»2Co*fyTI 
45% 29% email 
20% 13% DwoWl 
63*2 41%Onwti 
15% 11% Ospafral > 

9% 4%cnairt« 

114$ 84% DaseM 
2% %CttoB4B 
24% SftChcfcST 
37% SlCtawd 
X*2 13 Owl** 
XZ7%OiesvMtei 
K 61%Own 
27 % 20 %C«»W? 

19% 1:% a*rfan 
18% 12%a*jBmh 
7% 4% Dude Fid 
52 36% OnaQO 
40% 25%CtlBW4 

x a%o»r» 

70$ 51% CNA4) 

200*4 134% Ognal 
9ft 8% dona HI 
4* 35% Cfcop In 
33% 26 Cm M 

28% 17%QrMf 
2% i% ChepteiO 
35% 32Cnwjri 
Xft X% OpSCD I 
40% 36%CkcC1 
35% a% CnusCR 
141*2 99% cmq) < 

IOO*| X%CtcpPf2Mi 6D0 61 
101*2 XQcpPQW* 7.M 71 
12*2 7$ WUtt 
12*2 SC&nlMB 


XX%Cfcw756 
45% <0CknC9 ■ 
94*2 X^OMOBl 
141% 97%Chxax 
4% IftCULGroX 


72% 51% Coca C 
31% i5$CoaEn 
16% 11% Ccwftto 
45 2fi%coam 
18% 11*2Cofwn»i 
45CagP8l 
9% CdotoAi 

7%Cdon(lx 
6%Qta«*J( 
XCOGn 


«% 

»% 

7% 

7$ 

a% 


44% 30%C0HCA* 
2<% “ 


i9%Cani» 
is% Com 

7b% 51% CrakP 


29ii 18%CoattC04 020 0 7 10 1211 27$ 27ft 27% Jj 
172 £4 18 1X0 7?% flft 71 ft -1ft 
16 11% Oman: 054 15 15 130 15$ 15% 15% ' 


32*2 27% Catena 052 1J 12 X 31% 31 aft 

25% MCom£d15 IX 7.8 12 25 24$ 24$ 

26% 2‘% C«aE<G0C 200 7.8 3 X S% S,\ 2Sft 

18% 15% Cooed 7015 17 16% 

16% 8% Con¥«Hpsy 141 16 15% is 

62% 28% Compaq SUITE 58% 57% 57% 

18*4 10% CoopCr 12 IZft n% 11% 

71$ 37*4 Cmpto 010 02 S9 5536 63,'. 63% 

83% MQnfltift 29 1643 ffl 76% 7S% -2% 

49ft IfiftCaspTtt* OX Ol S5 5W 45ft 44% 44% -1ft 

24^a 15*2 Conan* 017 08 X2779 21$ 21$ 

14% B% CaraMtf 8 3^ 11 ji 11 (• lift 

71% 49CnAgra4 14B U»M ■» ffi% BSft 

25% 2D%(kHKtNB 7 St 03 13 8* 21% 22 22ft 

24% a Can&r 1 ■» ^ » 3 » ^ °»V 3ft 

IjS&l JO 1173 n 73 

2.10 68 11 B3X 31% 31 31 

5X 08 R 74 74 74 

134 MfiBJDO » 9 S -it 

IX £3 19 «*% 56% 58% -1% 

32 2291 38% 37% 38,’, 

OX 12 18 9075 41 39% X -1% 

4.10 69 XXX 

745 7.4 SO 101 101 

1J214J » 9ft 9ft 

17 328 2Sft 3% 


73 68 %ftre£ 46 S 
£% 27C»*Jx 
74% MConEdFT 
gjft <7% CrnAB « 
art <7% CorPapi 
40% 24*2 Can SSw 
43% XftCcraeo 
61 65% Cfc4.I6 
101 b XQte7«5 
9% 9%QmHPf 
X 15% CocpCo? 
»% 40 COaon 


X 
101 
Oft 

29 +% 

L32 24 17 2326 55% 54% Mft -% 


nt ft 

lb 1 E 


Cte.% 


a% IBCOOpetTSfl 034 13 15 993 23% 22% 22% 
25% 12% Gere tad 024 10 17 IX 24$ 24% 24% 

63% 46*2 CKSt IX 33 16 SBB2 X 82% 62% 

65%33%cmx 072 U EWS1 63% 32$ 63ft 

*% 24%MflCr U2 OS 13 1477 34ft 33% 33$ 

n 24% 124 4.4 S IS 29 Z7% 27% 


23ft 14% Gown 
18 14%Qng 
47% 27% Ci»e 
19% 13% Bsattfi 
47 % 33 %CBtfnx 
18% 12% DMA 
2*8 1%CHIJhflB 


« 713 19% 18% 10ft 

2 S 17% 17 17 . 

MO 1.1 19 SX 44% 43ft <3% -1ft 

0.44 23 22 m 19% 19 19 

1.18 £8 a 819 C 44ft 44% 

1« 84 14 727 17ft 16$ 10$ 

DM Z.1 4 230 1$ 7% 1$ 


^1 
-ft 

— *A 

27% 17% QomtaifiR 005 02 1848 26*2 2S% 26% *% 

S% 47% Cnran&A* IX £0 2 5131 51*2 50% 50% -1% 

Z7% 19% CUW 61 SS7 26ft 25ft 25% -1% 

iaSS6%tttaa X 47102% 101% 101ft -lft 

S3 44% CkSSEsi 1.30 V4 »12» 78% H% T7ft -fi 

11 %U%GUmil Offi 7 i 12 8 11*2 11% 11% -ft 

72% 4B*2Ctr«sWr ix 1.4 is 3Q U 72% 71% 71% ■% 

14 11% CVM 1.16 08 11 8 13% 13% 13% 

57$ MCVS 044 08 5949 *% 56% 56% -% 

17%-n%CjnSlB 90S 15% 14% 14}1 -ft 

»$ 21% QoAm OX 1Z X 2X3 25% 24!! 25ft -% 

42% S% CiaeX 18 1576 41% 40% 41% •% 


- D - 

25% 22% m. Mllfi IX 5J 13 828 23$ Sft 23ft -% 

42 a%0XnSam> 0.14 04 S J47 38,*, 37% 37% -$ 

«% 30%DSM% IX £4 U20B3 48% 45*2 45% -1 

65,* 3B Dertite CD 010 02 23 477 54$ 54ft 54% -*2 

17ft 11% Dartre* 0.18 1.0 H7 783 17ft 17% 17ft 4% 

10% 6%Dadam D« 09 J42S 10ft 9$ 9% -% 
33$ 14%Datfn 27 5706 ££%£%-% 

Sft %DX9CM \ 2B5 2% 1% 2% -% 

84% 35% 0B|M* 094 1.1 24 11 M3 60$ 5B% 60% +ft 

<% $ DDLS 927 % d$ % 

1<% 5%MpMR 9 154 7 7 7 

49% 31 Draafadl* 080 S3 848 44% 43$ 43$ -$ 


8*z 8%0esMttai OSD 12 140 8% 0ft 6% 

X% 39 % Dsn 0 ® 1 b 15 5136 58*2 54 % 55 

41 % 24 % MatoSe 014 0.4 46 583 S 37 % 38 % 

2D% 16% DeksPL 154 85 11 531 18ft 17$ 17$ 

100 % 89 % DUWb ax 02 74680 88 $ aft aft 

8 5 % Onto 9 Md 18 19 Sft 5 ft 5 ft 

35 % 29 % Dram* 1.48 4 5 X STS 33 ft 32 $ 32 % 

33 % 29 % DvQy OX £5 15 454 32 % 32 ft 32 % 

40 ft 28 % Draw Dp OX £5 17 487 38 % 38 % 38 % 

33 % 25*2 tSag Rods * 048 1-6 20 81 29 % 29 ft 26 ft -ft 

48 % Z 7 $Db»Cm 014 03 55 4805 43 $ 42 % 43 ft -ft 

27 % 4 % DbesCorp zfl 4 % M% 4 % 

50% ZBDKMdi OX U3 31 1001 SO, 1 . 48ft 49 -1ft 

4712 a DlgS X 7454 40% 45% 45*4 -% 

40$ KDM 018 04 17 3872 4Dft 38ft 38% -1% 

28% 19% Otaon* OX £6 16 505 aft ZL\ 22 7 a -% 

85% 66% Disney* 053 07 2715Z11 78% 7Bft 76ft -?* 
44% 32% DateFd 040 10 22 1786 40% 40,'. 40ft 

41% 9*4 DDtfat £5B 75 13 1878 38% 35$ *$ 

10 7 % Dante Ic 014 16 5 31 8 % 8 % 8 % 

44 % 30 % torite OX 08 73 380 43 $ 43 43$ 

41% 29%0andy* OK £0 X 2838 39$ 38$ 39% 

73 % 48 % DOW OX 1.1 18 2370 70 % 69 ft «% 

95 $ 76 % DM * 3 ) 3 A 8 33 11 5711 94 % 9 X 

45 % 33 % 0 oan* OX £3 2 S 1474 < 2 % 42 ft 42 ft 


2 * ib% Dwnran 1 as 15 2* 144 22% 21$ 21$ 


31% X%DGE 
14% 8% Dot 
42% 27% Ores** 

10$ 9% DrftafdS 
9% 8% DrtHSlG 
3S% 26% PTE BIOT 
76 68% DoftrM.5 
X% iB%Ducanra*i 
51% 47%DWftti 
45% 34*4 DUaFtar* 
S23%DafiJd 
89$ 46% DuPadt 
31 270a£4.1 
29*2 SfapM375 IX 00 
30 SDanaAOa £X 70 


IX a 12 4 Xu 31 % 31 % 31 % 

17 1 ® lift 11 lift *A 

ax £0 a 3473 38 % 37 $ 3 a 

OX 05 387 10 ft * 0 % 10 % -ft 

0.75 79 204 B, 7 . 9 ,', 9 ,'. rt 

2 X 6 BS 15 1641 29 $ 29 % 29 $ •% 

4 ® 6.1 8 74 74 74 — *2 

X 177 Sji Sft S$ +ft 

£28 4 J *4 5461 49 ft 48 % 43 % -% 

2 X 53 S 221 44 % 44 ft ( 4 ft „ 

OX 11 57 3953 28 % 28 ft 25 ,‘ t -$ 

IX £0 I 72 Z 3 S 94 61 $ 81 $ - 1 % 

£05 8.7 20 30*2 X% 30 % 

zO 28*2 29 % 28*2 
zO 28 % 28 % X% 


31% 2800)1 A2 £10 67 aflu31% 31% 31% 

15% 10% DMA 18 117 IS 14% 14% -% 

75 ?6% DyrartES * OX 03 X W 89% ffl% 89% -% 


X XOyoKt* 


S zO 37*4 37*4 37*. +% 


-E- 

8 % 3 ft ECC Ml XI 4 ft 3 $ 4 

24 % 18 % S 8 Cf 056 £9 X 2877 20 ft 18 % 19 % - 1 ft 

7 % 1 % EA Ms X 78 7 % Eft Sft -% 

39 ,'. 71 %B«tgiai 020 05 34 266 X 38 ,’, 38 % 

19 % * 6 %E* 3 tUfcl 1 X 57 11 Id 19 % 19 ft 19 ft 

36 % 30*2 E Mem 1 X 45 13 SB 4 36 % 35 % Sft 

64*2 50 % EWCnf IX 10 14 1950 Sft X 58*2 

94 % 6 Z% Bate IX £8 821568 84 ft 062 $ 83 % 

B 1 % 07 % Bft*i> IX £0 17 1986 57 55*2 85 $ 

37*2 29 % EOffln OX £5 164771 30 ,'* 36 % X 

49 % 38 % Gata»* 054 1 5 22 18 ® 44 ft 43 % 43 $ 

2 % ft EttaitaP 20 1 % 1 % 1 % 

26 ft 19 %EteM IX 4.0 15 4827 2 S% 25 ft 2 Sft 
43 ii 30 % EdMUS 072 1 J 11 12 R 40 % 30 $ 38 % 

6 % 3 % Biza Creep 83 6 % 6 ft S% -ft 

50*2 30 &JB ADR 1878 44 % 43*2 43 % 

X 20 % Bar Gap OX 10 23 13 29 % X% 29 ft 

40*2 32 H* 3 » OX 15 2414738 X 37 ft 38 

57 % 44 %BUqra IX £0 X 857 53,1 51 % Sft 

9 % 6 Bata 47 21 8 % Bft 8 % 

54 31 % EMC a 84 ® 51 % X X 

11% 7 % EogGerraf 002 02 276 10 ft 10*4 10 % 

80 % «Bl«e» IX LB 2210982 56 ft 5 S% S% 

7 % 6 % EnvrD 475 x 047 09 X 6 % 8 % 8 % 

19 % 15 % Emm Ob IX 75 14 115 17 ft 17 17 

19 % 13 % EmpmffA OX 04 2 5 BS 18 ,'. 17 % 18 ,% 

Sft 15 B*JeaA 0 R OX 1 3 18 319 2 D$ 20 ,'. Xft 

36 % XtngenCoxlX 35 13 B 1 34 % 34 % 34 % 

44 29 % EDpADR 0 ® £2 9 598 40*2 39 % 40 % 

54 % 8 % EngyVlte S 2294 47 % 46 % 47 

23 % 18 %E®M OX £0 17 3365 Xft 19 ft 19 $ 

11 % S* 2 EMD*Pi 002 68 13 IX 9 % Bft 9 % 

24 % 21 % Enow IX 68 12 440 23 % 23 % a% 

45 % 35 % Emu OX 25 B 8 W 36 ,', U 35 ft 35 % 

27 17 % Bun OX ai 2 05 30 2418 23 ,'. Xft Sft 

89 % 40*2 Erato M X '1643 80 ft 57 $ X 

2 B% 22 %EpfeB*« I® 73 9 3878 25 ,'. 24 $ 24 JJ 
1 % 1 %E«Raly 5 1 % 41 % 1 % 

33 % 3 %&Mt» 035 1 £ X 3117 29 $ 29 % 29 ft 

42 % 23 % EdbCra OX 05 S 4445 X% Xft 39 % 

32 % 27 %EouMta* 1.18 <1 X OK X% 2 B% 29 % 

31 $ 25 *. EqOtnceF 2131 Sft 31 31 

52 % 39 %BmdA 034 07 S 4682 49 $ 48 % 48 % 

38*2 23 % Emrera 14 22 38 ft 35 $ X 

10 % 8 %£ 8 ijt OX 5 £ 101199 Sji B|! B% 

19 % i 4 %EurfiH 0 * 018 1 J) 32 17 % 16 % 10 % 

16 % 15*4 Enter 1 04 06 8 15 % 15 $ 15 % 

X% X%En 4 IX £3 9 5 B 7 54 $ 54 % 54 % 

65 % * 0 ft Earn* 104 £8 1735527 Xft X 59 
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-A 


’’li 

■s 

-» 

-A 

-ft 

% 

A 

-A 

J. 


-$ 

-% 

-ft 

-% 

-1 

-ft 

At 

*ft 

3 


- F - 


ix 7 2 


11% 9$ FA hut 
15% 14 FT Deretai 
27ft 14% FjtaQAmA 
47% 36%Fmtax 
9% 6*4F«e*a 
H% 6% Fera/i he 
37% S$AHaUi 
3% 24% FeCRIy 
6% 5% Fadden 
66,. 42 Faffio 
S$ WFedUglf 
27% 23% Federal Sg 
44% 30FdDpS 
33 7 j XFvrpCtap* OS 15 

20*2 15% RraCto 


74 


18 


11 g% xii 9$ 

X IV. 15ft 15,', 

01 23% 23*4 23ft 

054 19 10M2Z1 44% 43*2 43*2 -1*2 

10 47 9ft 9% 9% -ft 

IS 2 7% 7ft 7 ft -% 

040 15 10111)9 33ft 32ft 32% -lft 

IX 6JX 320 26% 26*2 20*2 -ft 
OX 15 14 IX 0% 6ft 0% 

X 55*1166*2 65ft 65ft -ft 
0.48 19 842 34$ 34% 34% -ft 

067 £8 18 1401 Xft 25% 28ft -ft 

21 BBS 43ft 42% 42% -1% 

379 38ft 37% 37% -ft 

619 X*4 25% 26% 


74 38$% DAO U 71271 31% 31 31) 

22h H^Fnotadft 018 08 18 677 20% 20% Xft 


55% 38*; FAea 
IE lOFs&Wkn 
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• B- 


stock 


n a* 

Oh. C TOOt W* ImrC 


Mr Maui m <0t 
ttnn . 3 IT 
Mtkihc 9 « 
WtM 106 

hn torn (9 7 8 
Antata 4300 

AsE*** 688 

AnpaMmi SJ 

ASRba an 6 17 
Asantacn 10 S3 
MtaiA 824 

MasTotaA 582 

MMran 20 


ivioa iv +% 
***■*%■ 
4 4 4 

15% U%U% -% 

A4«4«4 
«tt ii)J' ••*: 
1V.1-S 15 A 
. i 8%. a At 
23% 23% 23% -% 
»% ft 9% *% 
7H 7% 7% -% 

i% A <tt A 

ft ft ft 


UK OEM 

BadaerUr 

aa»TA» 

flATtdrlx 

Bean 

BWvUM 

Bb-RaSA 


It 37 ft A 4* 

an a 10 -t% 41% «% 

735 4% 3% 4 

006 10117B Test 1ft 
xO ft 5% 5% 
040 . H «% 42% 4ft 
14 n 27% 27% 2ft 
ZO0 12 35 2% 2% ft 
OH 7 09 n% 30% 38%. 


Mmt 020 10 
CnAtMl 001 
CdMkdX 10 
Cnpttt 
CbUiMc 


S3 48% 48 48 -% 

3i HI «ft aa ■ 

XD 27* 27* 27* 

9 11 10% 10% *% 

70 1% 1% 7%. 


H Sk 


ft SB 

Stock Obs E lOOe feta LewDnOre 

snek 

Mr. E lOH M® LmrOoeeCbBg 

OtaftM? 12 4 6% 0% 6% ft 

Haetrox 

032 18 3(X 28% 2B* SB* -ft 

CroetATAlOSZ 50 405 BS A 8% ft 

Hrerma 

71® 13 )Z » -* 

CtomiCA -17 a 19% 19% 19% 

Heta 

O10 » K 26% 26% 26% 

CAMlCB 18 IX 16% 19* iA ft 

feaM 

110 292 (Bii 16% 10% ft 

Cubes OX X 176 20% 28% 2B% ft 

Hnredant 

40 7* 7% 7% -* 

Ctfm-V. .... 5. 10% .10% 10% ft 

ItobenCp 

018 17 214 1B% 16% 16* A 

at* ixB 5% A s% ft 

tlCDta 

836 8 5% 5)2 



a iBi 10% io% 10% A 

Fata Co ex 19 X 15% 15% 15% +% 

tow 

1619 9* B% 9 A 

BHaBtr 3714 A fit 5* 

EcolEqA 032T77 «7 8% 0% 0% ft 

ton Bel 

81 X 2* 2* 2* A 

EdMolta 17 137 9% 9% 9% 

JTscore 

ztw II H % 

Ed«X- 280 49 95% 93% 93% -2% 

KtakCp 

23 57 3% SJ* V« 


ftv&i 

an x is 1 A 1 A iA ft 

Pentads 170 Xzl® 32 32 32 

ft* A - 120 13 X B0% 80% 60% ft 

Laberge 

0® 24 476 6)1 9% 5% A 

Ferret Ll 20® 42% 42* 42* A 

LmoiCp 

40 6 ® 89% 90+1% 

Fmprex7 0® 18 77 18% 10% 18% ft 

feorep 

15 112 57% B% 55% -2% 

flan# * 0® 12 10 19% 19% 19% 

UedtaA 

052 18 404 30% 35)J * ft 

Gehto® • . 1171 34% 33% 33% +% 

rinrenli 

1208 11% 10% 11% 

0*4 WAT 078 3 . 775 33% 32% 32% 

MMU 

X 10 10 10 

Otatr 070 15-782 W% 10% 19% -ft 

tug* 

18 59 30% 30% 30% ft 

Sotteta 12 2® (i% ft . % 

ier Bad 

* % % % A 

rtmOr MOB 1* 1* 1% 

WfeOM 

81885B10* 10 10 ft 


W Si 

Stack Dh. E TOM WP txarCtaaCbap 
NYTmA OH 202005 48 45* 46 
m 9 102 19* 19 19 

PegusB 501034 5* 4]) A A 
PerM 3 41 7% 7% 7% •% 

PMC in 11 ffl 14% 14% 14% A 

RamAM zO 27% 27% 27% 

SJWCapc Z2B 24 24 58 55% 55% -% 

TMlPtO* 020 15 648011% 10 71%+!% 

Teuton 042 64 >0 39* 39* 39* +1 

Itemda 16 402 17 16% 16% -)i 

TTMOrtB 25 1B7 85% 35% 35H A 

Ton* 030141 HI 10 ft 9)5 A 

TawnMy 0 iff * * A 

Ittoelfcx 1500 1A IB 18 A 

UOftntsA 33 20 2 * 2 * 2 * A 

UtfaU S H 2% 2% ft 

USCHut 29 308 30% 30* 90* A 


079 30% 29% 29H -% 
HecnB 6833 3ft 28)1 2B% -% 

MET 1.12 SO d> 13* 13* 13* 4% 

Xfiirtt 2fl Hi 111 1 H 
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4pmckseAupBt15 


n at 

tmk a* r a* a* U* imam 


-A- 

AttCOfp 96 688 33% 32% 33% +% 
ABUSE 296 < 3)1 3)| 

AcdOmGp aa B14 1BH 18% 16U +* 

AUKS 5217733049% 47% 48% ft 

uxxa -anas s% u h% a 

MkCsaM5U37 40 32 «5% «5% *5% ft 

AdeteS OS 1B11832 4ft 40% 40% -1% 

AhLDlJt 6 30 7 67 7 

MiNM 855 B 7% 7% ft 

UHTaiA 20 508 3B% 37% 37% ft 
MHO*, 044193051 34% 32% 32% -1 {? 

Mm£ 053 IB 6427 33% 31% 31% -1% 

M&tpri 020 23 24) 31% 30% 30% ft 

Aka AM 153 14 7M 77% 7ft 77 -1 

toSSt 0X8 141175 26% 20% 35% ft 

ABCw OH IB 20 21% 21% 21% A 

AtaQv OS 16 W 39 39 39 

iWteTTT 1060 8% 6% 8% 

ABOCod 154 19 124 22 21% 21% 

AM Cap 1.78 13 46 16% 16% 16% ft 

MoaC 7 IS 3% 2)2 2)2 ■* 

Wa Scid 34 830 2% 2 A - 

Aftnf 4315011 60% 59 56* -)! 

AftfittB OH 13 zD 64% 84% 84% 

AaO/at 6 294 ift 12 12% *% 
AnMaao 71 14M 23* 23% 23* A 

Aa&rftU 1003864 10% 9% 10 ft 

Amftwrs « 252 1ft ift tft ft 
ttpatt 072 151989 3S% 85* 35% A 
AfflWP 44S 2% 2* 2* -% 

A04» 260 10 131 100 S8 98 -2 

AREWC4 23 9963 Z7 25% 25)4 -1% 

Aagnlnc 10438U 50 48% 48* -1* 

AnfcCbCp 25 4% *l z 4% ft 

AnatoOfc 020 24 52 30 37% 38 ft 

MttOi 036 38 523 u42 39 I 4 38% -1 

AmngKAo 3X0 11 50 10% 10% >0% ft 

takwCP 224146 26% TEf, 29* ft 

Apogee EntOlB 20 773 20% 20% 20% ft 

ram assgokb* 96% A 

ARfeC 22724 23* 22)i 23% ft 

Appkbees 007 191316 27% 26% 2ft A 

AitmOr OH 27 1275 23% 22 22% -1% 

AECta 024 14 126 11% 1ft 11% 

ArgsuaulX 164 47 32% 3ft 31% ft 

AlRBsOd HI 10% 9)5 10% A 

MKHtok 044 16 314 ift 19 19 ft 

Artisoft 611 2* 2% 2% 

tecentJCom 64447 46% 4ft 45, 7 « ■?* 

AsedTet 2112134 18% IS 18% -* 

Addnan 200 10 rt) 4% 4% 4% 

met 201193 36% 34% 34% -1 

AlBSfS 1798 1% 1* 1% * 

AtMsk 024 13372 44% 42% <2% % 

AflOrtn 46 2* 2% 2% 

Mffik 12 411 21% 21% 21% 


- B - 

BEI B 000 58 20 11% 11% 11% 
BtttaJ 006 27 ft B% ft ♦% 

BtoMLBi 040 11 87 18% 18% <8% 

BSf7F 1782 14 13% 13% -% 

Banmc 13 729 24% 24 24% ft 

BankenCp OH 13 147 27% 27% 27% -% 

Bartratn \.i6 13 222 49 47 47 -2 

Santa Carp 048 16 414 20% 28% 25% ft 

BzicPBt 15 X7 39% 39% 3ft 

BassutF 080 256 29% 28 28% ft 

BBlMew* 032 27 278 26% 25% 25% ft 

BE Aon 31 4148 32 29 29% -1)2 

80UOC03 042 10 77 9% 9% 9% ft 

SwMJeny 75 75 12% >2% 12% ft 

brtfevWH 086 12 067 57% 55% 55% -1% 

MAGrp 01216 20 17% 17% 17% 

BkE 2B 124 7% 7% 7% ft 

ESogen 30 41M 37% 3H* 37 ft 

BUM 011 3314570 U2l% 20H 2lJi *)2 

Stack Dq 124116 161 48 46% 46% -* 

BMC Sortw 516946 61 « 60% ft 
Bob Brans x032 20 B04 17)1 17* 17% 
Socte&B 30 69 26% 26* 26% 
Bated 2271 ft 9 9* A 

BradjWA 0X2 20 222 29*2 20% S% ft 
BRCMdQS 68 36% 35% 30% ft 

BSBBeqj 10014 Z100 40% 40% 40% ft 
BuM3 412 9)i 9>2 9% ft 

BAJenff 53B 3% 3% 3% A 

Burma 32 253 35 34% 34% -)i 

8udrt% 048 7 iD 36,1 38i1 36,1 


- c- 

CTnc 06 565 39% 38% 38% -% 

CbSibsOoMUO 26 148 17 16% 16% 

CPmQj 581 7% 7% 7% A 

CkUfcro 610 17% 16% 16)2 A 

Camtata I2i 52 4)i 4fi 4% A 

Cade 20 3199 5* 4% 5 ■ 

Canal )nc a 046 34 39159%15B%158% ft 
CutanOBiOH 39 4S3 40% 39% 39% ft 
CtaaySR 012 21 1056 22% 22% 22* ft 
Cd*n 624 ft 9% 9% ft 

CatCp 17 15 9 9 9ft 

CmtaCta 2(7 6824 37% 36% 37* A 

0Uk OH 19 621 39% 38% 38% ft 

mnspr 13 04 ift 10% 19% *1 

dander 1« 4% 4% ft ft 

Oaptarl a 1X0 18 1506 53% 52% 53* ft 
Quiifih 1639 5% 5* 5* ■* 

ChBttltn 1652 1% 1% 1% - 

QflB&Te ID 1668 17% 17 17 

OBranCp 50 7474 20* 19% 1^3 ft 

Ckrffi 1X4 17 192 80% 79% 79% -1 

antes Cp OX 30 12B0 70% 69*4 69% ft 
Orta, 027 17 232 25% 24% 25% ft 
Ona 222 93 15% 15* IS* 
Oratf 5270 14ft W% 14% A 

OscaSp 4881619 77% 74% 74% -2% 
CMr tflr 20 2* 2* 2* 

CaoCbtaB 1X0® 97 ifi2 50% 51 ft 
CofeMarm jo i% i% i% 

CognuCB 621409 37 35% 35% -1% 
C0g«s 331212 X 28% 29% ft 
Coherent X 118 49% 48% 43% 
Cottages 020 22 147 ift 17% 1ft ft 
OoUGbs 134 12 409 34% 23% 34% ft 
Qmolrx OH 15 667 27% 26% 27% ft 
DMA 0X6 1642 24 23% 23% A 

GacstA» 0X9 >5104 H* 23* 23, 7 « -% 
CamfiW*£l8Z 15 626 S2% 62 52% ft 

CBnranC 350 35% 35 35* A 

Oquane 5907 12% 11% 12 ft 
Consbm 388 ft A ft ft 

Conriun 114 5% 4% 5% 

OftOaa 9 258 20% 19% 20* + 

CamtA) 050152934 32% 31% 32% ft 
Oopyble 282 5 4ft 4)2 A 

CatsOtafa 054 12 H 3S% X% X% 
COSKO 2910192 35% 34% 84% & 

CMdyCp 7 903 17% 17 17% ■% 

DatMfB 0X2 X 2773 28% 28% 20% A 
CreetTeeb 11 6180 21% 20% 21 ft 
duwiRs 338 8 5ft 5% 

Cm 341118 15 14% 14ft A 

Cftarerd 2912 10% 10 10% ft 
Cjltr 4784 27% 20% 26% ft 

Cytagan 1090 4% 4 A A 


-D- 


DSC Cm 

15803 

27% 


•A 

Dart &tal 

ai3 n« 

99% 


9ft 

*% 

Mfe 


3% 

ft 

3* 

-A 


24 110 

21% 

»% 

21% 


Oac 9nps *02? K 

3% 

3% 

3% 


OricJwdJXMd a 8 

29% 

29% 

2ft 


Doocnp 

4781894 

82U 

81 

82* +1* 

OIW 

037 211® 

55% 

54% 

5ft 

ft 

Dewon 

X 

5 

S 

S 


DHTadt 

3X 236 

19 

ift 

1ft 

ft 

Dtgum 

M5 

11% 

11 

11% 

ft 

Dfa Were 

37 3616 

35ft 

3ft 34% 

ft 

CSg Start 

12Z 

'& 

ft 

1* 


&BS* 

10 a 

1ft 

1ft 

14% 

ft 

HoosCp 

22 387 

40% 

« 

4ft 


Qb*Wtt 

874 

11% 

M% 

11% 

ft 

Delta® 

OX SB2H2 

m 

«% 

40S 

■1 

Dorchttta 

072 19 6 

13% 

<3% 

13% 


DrweEn® 

X 114 

M%53% 

5ft 

ft 

DressStati 

17 es 


1ft 

1ft 

ft 

OrejSD 

02080 1® 

«% 

45% 

48 

ft 

DRQEmpo 

47 B8 

4% 

A 

4% 


Dtrtwi 

0X16 X 

35% 

3ft 

3ft 



W A 

Stack flit 6 Kd Ip U* WOta 

-E- 

eafrtt 15 3i 5* SA 5A 
EBSrmfl 5300 20% 19% X 

B2Tai 020 2116(3 JZ% 31% 32* A 

Eoobsat 1626 ft 8 B% ft 

SeeKd » 47 47% 48% 46% -1% 

Bk*K 107 13 154 75% 74% 74% -1% 
Beaks 33 555? 34 33% 33% ft 

Email Ass 449 U4% 4% 4% ft 

Enta 105 45 16% 15% 16% ft 
GDSr»X 1900 A 3ft 3% ft 

Efltfyo* 220 3,* 3* 3* ft 

EROMU 2 70 1* 1 1 

Enc&tS 02S 4811294 44 43>2 43* A 

brio 447 5% 4% 5 ft 

EwsSPi x aa 20% 28% 29% ft 
Eebj® 65 1914 »* 11 11% A 

Exatau 263 7% 7% 7% 

EtttaBK 69 252 24 23% 23% ft 

Estaetal fliOX 3S6 37% X 37 ft 

ExapAm 16 24 10% 10 10 ft 


-F- 

FaSGre 73 5 7% 7% 7% 

Far Co 13 SO 15% <5% 15% ft 

teem a©B1 193 80% 58 58% -% 
BOW OH 20 3053 62% 60% 60)2 ft 
RgjeA 5 122 14 T3% 14 

FBxm 6(7 19% 18% 18% A 

F« Ami 080 17 1418 40% 39% 39% ft 
FstSecx D£8 15 827 77% 26% 26% ft 
FstTatn IX 181368 52 50% 50% -1* 

Fsfcnrt 1 16 X 139 47% 46% 48% ft 
FtSOV X1247 47% 46% 47% ft 

Fkwhl 202 1028 10% 9% 10% ft 
OuOartm 19 111 7% 7% 7% ft 
FoodA 013 165881 7* 7* 7% - 

FOOXX Q13 16 966 7% 7% 7% * 

FOflESy H15394 19 18% 16% -* 

FwerA 11 34 5 4% 4% A 

Faw 060 21 881 31% 31% 31% -* 
Fsl Hand 134 14 327 38% X 38% ft 
Fixer® 074 14 615 51% 51% 51% ft 
FumnFct 068 IT 6B2 29% 27* Z?h -ft 


-G- 

60AM 81 5 4% 4% ft 

G&KSent 007 X 1238 36% X 35% -* 

UntaS 6 23 Z* 2* 2* ft 

Garnet fe 310 * % * 

Cert Co 12 744iC1% X% 21 ft 

GertSrtJ 044 17 151 JO 3 * X ft 

Senate 11 98 14% 13% ift ft 

6efBORi 880 4)i 4)1 4)J 

Berta* X 1293 24 22% 22% -1* 

Gene Inc 806 S% 4% 5% ft 

Genzme* 3842 27% X* 26)2 -* 

GertakCm 7806 4)) 4* 4ft ft 

GttouGl 161118 22% 22H 22% A 

&X&rpL 012 17 X% X% X% •* 

Gen Bttn 237 42 4% 4% 4% ft 

GUBte 1187 10% 9% 1 A A 

GooaSurS 218 6% 6 8% ft 

EradecSjs 066 14 92 u7% 7% 7% ft 

Dene OX 14 20 X% 20% 20% ft 

DatsAP 016 16 61 10% 10% 10% ft 

enxanarc aO % % % A 

SO Cap ID 6% 8% ft ft 

6lWS«grOX24 IX 22 21% 21)2 A 

Grntaee 192979 25% H% 24% ft 


-H- 

HrdpgLah 15 7 7% 7% 7% ft 

fetor* OH 13 542 3B% 37% 38 -% 

HBQ&CD 016 508554 70% 74% 74% -1ft 
HeebtCh 232605 Sft 54% 56 ft 

Hrtllcre 13 54 12 11% 11% ft 

HBMlTdt X 107 16% 1ft 16% ft 

Kacfpnger 70S Hi 2* 2ft 

HKpJ 11 144 10% 10% 10% ft 

feMTluy X 390 31% 80% M% ft 

Hate a® 14 1109 23* 22% 2% -ft 
Magic 183417 22ft 21 21% -% 

Hon Into 056 D IX 58% 56% Sft -% 

*It.Bx OX 43 901 17* 17% 17% ft 

HrAicSh 073 106444 32% 2% 2% ft 
taco CO 8 151 8% 6% 6% ft 
HukbTtdi 133585 2 2% 2 -* 

torttan 1585 3 2% 2% ft 

HfoBtoi BOS 2% A 2% A 


- I- 

fM^S 19 403 22% 20% 21% ft 
emi a i% i% i% * 

far m er X 64 8% 8% 8% ft 
lasangtai 505 1% 1* 1% 
MRb 9 224 17% 17% 17% ft 

Htaa 12056 ft 9% A ft 

IqpasMa 066 12 1® 13% 12% 13 ft 
nmOw 6850 12* 12% 1ft •% 

KSfifije 73 796 16% 14 % 15% -1% 
IrtSkHM ffl * * * 

ktol W2 241®! 95% 91% 92% -3% 
kdtpcG 1595 3% 3)1 3% 

Inter Tsl X 668uZ7% 26* V ft 

MrttaAx 0* 19 53l 27 26% 26% -% 

MKi 1226 9% ft 9% ft 

nterted 1S8 2)i 2* 2ft ft 

Irteohe 82« 16% ift 15% -1 

fawwfa IB 5X ID* 9)i ^2 ft 

MDakyaik 14 145 34% 23% 24% ft 

Men 0X6 161283 22% 21% X* ft 
tantaUDR 10 I7%tfl?% 17% 

MTHada 101 37 722ft22ft23ft -ft 


- J - 

JUSnaA X 75 15% 15% 15% ft 
Jason tac 16 181 7 6% 7 A 

JOWwaW G5 «% 14% 14% ft 

JOtosM 287 12% 12 12 ft 

Jonea MM 010 D 6640 27% 26* 26% -ft 
JSaftix 1J016 20 44* -«* 44* ft 
Jusoug 032 131057 15% 14% 15 A 

JusH aiB 14 X 14 13% 13% 


- K- 

X8MB QX81S7 85 15% lA 15* -* 
KhWCp 044 27 350 in 6% 16% ift ft 
KB^rSv 058 16 157 32% 32 3ft ft 

Altai 116 IS 240 43% 41% «% ft 

OA-Tn 017052867% 63% 66* +1)2 

KMA m % % % 

Koeag4 186771 18% 18% 18% ft 

naps 9E25u(5% 43% 44% ft 


-L- 

Ubone 072 45 25 17 ift 16% ft 

Cadtftn 22 S 10% 15% 16 
latm 109® 39% 37% » -1% 
Uncstar 072 16 244 49% 48% 48% ft 
Unra l x 0*24 479 2121% ft 


H A 

lock k E ® HplM Ihtai 

Larapba X 5% 5% 5% ft 

Laser fas 13 i® 15% 15% is% 

Irttacpo X 316 5% 4% A A 

LaneS 302153 64 82% 83% ft 

LaaoaPf 056 14 i« 27% X% 26% ft 

Uetam si 235 3H 3% 3% -* 

UteTecb 0X22 X 29% 27% 27% -% 

UUn a X 19% »% IB 

ueqMiauig 2 iouss% a x ft 

LtaesTOCX 02t 38 4753 B7% 68 56% -% 
UpAs OS 14 IX 35% 34% 3ft +1% 
imStrSUc 10 7075 17^17% 17* ft 


urn Star 

21 X 34* 34* 3%*. 

ft 

UX% 

1X1 7% 7« 78 


LVW 

085 X 101 47% 47 47% 

ft 


-M- 


MO Co 

0® 194222S X* SB X) 1 . 

ft 

MS Cart 

18 13 »% 22 22% 


Mac tax 

02D 7 77 1ft 13% 13% 

ft 

Madge 

7 973 6% A A 

+% 

UriBre 

292557 25% 24% 24% 

ft 

MapO 

920 11% 11 11% 

ft 

UvbsDr 

2717177 22% 20% 21% 

A 

UnbSnMOH 12 2 1ft 1ft ift 


ItahSB 

0® 1914® 44)1 44% 44% 

ft 

WBtaHt 

3218 4% ft ft 

■ft 

UBdffltal 

35 4126 70 87% 67% -A 

MctortnR 

032 15 1® 20% 19% 20% 

A 


Uc&nMVQK) 34 2838 24 23^2 23% A 
ttatanfae 23 1550 ulB 14 15%*1% 

imvCp ai 0 27i®8 3i%ao% 30% ft 

UensB X 171 B ID 9% 10 +% 

UerontB M0 16 X50 29t 2 28% 29,‘r -* 

MercoM 003 11 330 10% 10% 10% - 

(farm wrt 2)1 2% 2% 

Ifesa* 6 791 A A 5% A 

VBtaXAZ ox 19 480 21% 20<2 20»2 ft 
Ucvap 21 1143 23% 22% 22% -1% 
Uograft 2164 7% 6% 7,* A 

UcsR 306848 1X1S%1S% -3% 

tM ABM 2059 1 5* 14% 14% A 

MMfiran tSl 9 13% ift ift ft 

l&ZOrH 029322480 50* 49 SO ft 

MAan 3239 56% S% 55% -% 

MnaSOyklHlI X Bft 62 62 -1% 

Mama aio X 31 10JL ift 10)1 -It 

IfabtaTel 2431 13* 13* 13* -* 

itatencoxCXlS 17 15% 14% 15% ft 

MgtoelV 076 14 511 31% 30% 30% ft 

IkftsAta 006 27 5(7 37% 36}) 37 

JUn? O06X15SC 40% 39% 39% -% 

Mosaxn 204 4% ft 4% ft 

liana?* >026 13 397 X 24% 24% 

MTSSjs 040 14 29 31 30% 30% -% 

tayeogw 220 24% 23% » -% 


-M- 

NasnFndi 072 11 1939 21% 20% 20% ft 


Mai Coital 

036 34 92 u30 29 X 

+% 

MnSuir 

013 X 368 19% 19 19 

ft 

KavjBta 

10 rt> 19% 19% 19% 


ICC 

041 32 51 69% 69*+ 69% 


WCB 

X 2190u2B% 28% 28* 


nets cp 

9521 39 38% X* 

ft 

UBtokGm 

31 3308 16% 16* 16% 


Neocgn? 

1® 213 a 19% 1ft 

ft 

NmmCp 

004 19 988 )3 12% 12% 

•1 

NdUOM 

2SW1 23% 2% 22% 

■1% 

fenison 

O0D 22 172 GO 59 SB 


fktttn 

050 2920*96 61% 57% 80)5 +1% 

Heaton 1 

17 93 18% 19 19% 

ft 

mnTse? 

072 21 2306 54% 52% 52% - 

■1% 

MW ha 

73680 40% 39% 40 

ft 

HOMtt 

1B4G99B 8% 7% 8 

ft 

MfaX 

7555110%! Oft 1® 

-1% 

WCU 

16 152 12 11% 11% 

A 

NSC Cap . 

22 *_Z% 2% 2% 


Name 

789 22% 21% 22* A 


- O- 


aaiaiefs 

7 10 15 14% 15 


Otto?" 

3011028 30* 30* 30* 


OdedcsA 
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IDE T O THE W E E K 



MONDAY 18 


German outlook 

Glinter Rexrodt, Germany's economics 
minister, makes his department’s 
traditional summer announcement 
regarding the economy. Previous 
forecasts for unemployment look low. 
but Mr Rexrodt may feel he can be 
more upbeat about prospects for 
economic growth: Helmut Kohl, the 
chancellor, has already indicated that 
the 2.5 per cent growth expected this 
year may be exceeded. The summer 
report has added sensitivity this year 
because the pace of economic growth 
will help dete rmin e whether Germany 
can meet the financial criteria laid 
down in the Maastricht treaty for 
membership of the planned European 
single currency bloc. The government’s 
report is followed by publication of the 
Organisation for Economic 
Co-operation and Development's latest 
survey on Germany tomorrow. 

US-Japan trade talks 

Senior US trade negotiators arrive in 
Tokyo to discuss proposals for financial 
services deregulation before World 
Trade Organisation talks on opening 
these markets. Jeffrey Lang, deputy US 
trade representative, will also meet 
•Japanese industry executives to 
discuss deregulation and other trade 
issues. The US officials will then tour 
Korea. Malaysia. Indonesia. India and 
Thailand to try to persuade these 
countries to improve their proposals 
for the WTO talks. Thailand’s financial 
crisis has fuelled regional concerns 
that liberalisation of financial markets 
could hurt domestic banks and 
encourage excessive speculation. 

Ready, steady. Go 

A feast for 
games addicts 
starts today 
with the first 
annual Mind 

Sports 
Olympiad at 
the Royal 
Festival Hall in 
London (to 24). 
Competitors will be able to play a 
range of strategy games, including 
chess, bridge, backgammon and Go. In 
addition to the classic games, there will 
be competitions in those invented more 
recently, including Abalone, Continue 
and Mastermind. Anyone can compete 
for gold, silver and bronze medals and 
other prizes. There will also be a range 
of exhibitions, from electronic games to 
antique chess sets. The world’s top 
players in some of the games will be 
putting on displays. 

Komura visits Burma 

Masahiko Komura. Japan's vice-foreign 
minister, visits Burma for talks with 
leaders of the military junta as part of 
a week-long tour of south-east Asia. Mr 
Komura. the most senior Japanese 
official to visit Rangoon since 1992, will 
convey Tokyo’s congratulations on 
Burma's recent admission to the 
Association of South-East Asian 


Nations, and also urge the country to 
promote democracy and human rights. 
The approach reflects Japan's cautious 
stance towards its neighbours. Mr 
Komura will later travel to Vietnam for 
talks with government officials and to 
visit Japanese business and aid 
projects. 


TUESDAY 19 


Holocaust negotiations 

The Bonn government starts two days 
of talks with the Jewish Claims 
Conference about improving 
compensation for Holocaust survivors. 
Germany has compensation 
arrangements for survivors living in 
the country- Other international 
agreements help those in countries 
such as Poland, Russia and Ukraine. 
But Jewish leaders want to improve 
the position of survivors across eastern 
Europe and Bonn has indicated it is 
prepared to reach a speedy conclusion. 
The talks will be led by Friedrich Bohl, 
minister in the chancellor's 
department, and a minister from the 
federal finance ministry. 

N Korean reactors 

Ground-breaking for two North Korean 
nuclear reactors to be provided by an 
international consortium takes place at 
Sinpo on the country’s east coast The 
Korean Peninsula Energy Development 
Organisation, which includes the US, 
South Korea and Japan, undertook the 
®4bn (£2.4 bn) project in return for 
North Korea's abandoning its current 
nuclear programme, capable of 
producing weapon-grade plutonium. 
Nearly 100 South Korean engineers are 
working at the construction site in the 
first significant sign of inter-Korean 


co-operation since the 1950-53 Korean 
war. 

Jet-car record bid 

Colin Fallows, a 
grandfather 
and trained 
midwife, sets 
out to break the 
300mph UK 
jet-car barrier 
at Elvington 
aerodrome, 
near York. Mr 
Fallows, a highly experienced racer of 
dragsters, and his partner, Mark 
Newby, will make the attempt in a car 
powered by an engine from a Royal Air 
Force Red Arrows Gnat aircraft. The 
target average speed is 300mph. with a 
peak of 350mph. on the two-mile 
runway. The car has. unofficially, 
reached speeds as high as 407mph. 
Braking is down to twin parachutes of 
the type normally used by RAF Jaguar 
aircraft. 


Iranian verdict 

Iran’s 270-member assembly will 
consider the 22-man cabinet list 
submitted by Mohammed Khatami, the 
country’s new president, last week. It 
is due to deliver Its verdict by 
tomorrow. The list struck a balance 
between hardliners and moderates. The 
May election of an outward-looking 
leader raised hopes in the west for 
more stable policy-making in Iran. But 
in the first test of his presidency, Mr 
Khatami opted largely for compromise 
with hardliners and the 
conservative-dominated majlis 
(parliament), which confirms cabinet 
appointments. Mr Khatami's most 
controversial choice is Ataollah 


Mohajerani, the new minister of 
culture and Islamic guidance, who has 
been the target of conservative attacks. 

Moscow take-off 

Russia may display the MFI, a new 
generation combat plane, at the 
Moscow air show (to 24), according to 
some reports. The multi-functional 
fighter was developed by the Mapo 
company, which builds Russia’s MiG 
aircraft. But the aircraft may not be on 
public view. A Russian official has said 
the new fifth-generation Russian 
combat aircraft woold be displayed to 
government leaders only. In addition 
the Kamov Ka^52 Alligator helicopter, 
flown for the first time on June 25, will 
be part of the flight display. More than 
300 companies from 24 countries will be 
represented. 

Festival continues 

The second week of the Edinburgh 
Festival continues with an appearance 
by the San Francisco Ballet today and 
tomorrow. The company is making its 
first appearance in Edinburgh for 
many years and is performing triple 
bills of ballets choreographed by Mark 
Morris. George Balanchine and David 
Bintley. among others. 


WEDNESDAY 20 


French cabinet agenda 

The French government is due to 
reconvene In Paris for the first cabinet 
meeting after the summer holidays. 
Items on the agenda are expected to 
include youth employment plans, 
drawn up in line with a Socialist 
election promise to create 350,000 
public sector jobs, and the deficit 


reduction measures announced last 
month by Damhnqpe Strauss-Kahn, 
ftnanre and industry minister. 

Star gathering 

The Japanese emperor and empress 
will attend a two-week general 
assembly of the International 
Astronomical Union in Kyoto (to 31). * 
The conference is held every three 
years in different member countries 
and is one of the largest regular 
gatherings of astronomers. 

Hazardous Mrr mission 

The drama surrounding the Mir space 
station continues as the three crew on 
the craft attempt to re-enter the airless 
Spektr laboratory module. It has been 
sealed off since it was gashed in a 
collision on June 25, a nd may contain 
dangerous floating debris. The men 
have to reattach cables to restore 
power supplies from Mir’s solar panels. 


THURSDAY 21 


Taiwan reshuffle 

Taiwan’s ruling Nationalist party is 
expected to stage a cabinet reshuffle 
before its party congress on August 
24-28. Lien Chan, the premier, will step 
down in favour of Vincent Slew, a 
legislator and former economic 
planning minister. John Chang , the 
foreign minister, is expected to become 
vice-premier and retain his current 
position also following the reshuffle. 
The cabinet reshuffle was originally set 
for August 30. President Lee Teng-hui, 
who doohles as party chairman , is 
believed to have moved the cabinet 
changes forward to boost support for 
Mr Slew in the central standing 
committee, the party's highest 
policy-making body. 

The Pope visits Paris 

Pope John Paul II will make his sixth 
visit to France (to 24). He will attend a 
Catholic world youth festival in which 
135 countries, Including Iraq, Lebanon 
and Iran, will participate. Thousands of 
young people will go to Paris for the 
festival, starting on August IS, but 
organisers are worried that the turnout 
could fall for short of expectations. 
Monsignor Michel Dubost, chief 
organiser of the church's World Youth 
Days which begin on Monday, has said 
500,000 people might attend a papal 
mass to be given on Sunday in western 
Paris. A few days earlier, organisers 
had said as many as 650,000 people 
would attend. Officials say far fewer 
young people than forecast have signed 
up to attend the youth festival and 
fewer families than expected have 
agreed to house the youths during the 
four-day celebration- 

Tokyo-N Korea meeting 

Japanese and North Korean officials 
are to hold an informal meeting in 
Beijing in an attempt to reopen talks 
on normalising diplomatic ties 
suspended in late 1992 after Japan 
accused North Korea of kidnapping 
Japanese nationals. This week's 
meeting follows an offer by Pyongyang 
to allow Japanese wives of North 


Korean men to visit their relatives in 
Japan, one of Tokyo's main 
pre-conditions for resuming talks. 

Cricket 

England meet Australia In the sixth 
Test at tiie Oval, London. . . 


FRIDAY 22 


Cefta farm talks 

Agricultural ministers from the 
Central European Free Trade 
Agreement countries meet in the North 
Slovenian city of Maribor (to 23). The 
Czech Republic, Hungary, Poland, 
Slovakia and the hosts will be joined 
by a new member - Romania. . 
Liberalisation of farm trade between 
Cefta countries has gone much more 
slowly than tariff reductions for 
industrial products. The host country, 
president of Cefta for this year, is 
likely to come under fire for holding up 
negotiations. Bigger economic and 
political issues wiQ wait for a Cefta 
prime ministe rs' summit In September. 


SATURDAY 23 


Carnival time 

Start of the 1997 Notting Hill Carnival, 
the biggest street festival (to 25) in 
Notting Hill, London. 


SUNDAY 24 


Dalai Lama on the air 

China's state 

M television is to 
broadcast a 
90-minute 

documentary 

the Dalai f j™, 
Tibet's exiled 
spiritual and 
religious leader. 

The overseas service of China Central 
Television will broadcast the Chinese 
version today, while the Bngtish ■ 
version is scheduled to begin on 
August 8L The Chinese-produced 
documentary covers the life of the 
Dalai Lama until 1959, when he fled 
Tibet Into exile in India after an 
abortive uprising against communist 
rule. It features more than 20 first-hand 
accounts of historical events, including 
interviews with the Dalai Lama's 
relatives, serfs and fellow villagers. 
Last year China protested against the 
release of Kiundun, a Walt Disney 
movie about the Dalai Lama’s early 
life, and barred Martin Scorsese, its 
director, from travelling to Tibet. 

Motor racing 

Belgian Grand Prix at Spa 
Franoorchamps. 

Athletics 

IAAF Grand Prix meeting, Cologne. 

Compiled by Bob Vincent 
Fox: (+44) (0)1 71 873 3194. 




Other economic news 

Monday: The UK govern- 
ment is expected to have 
received about Elbn more in 
tax revenue than it spent 
last month, reflecting buoy- 
ant value added tax receipts. 
The Philippines trade deficit 
is thought to have narrowed 
in June. 

Tuesday: Housing starts in 
the US are forecast to have 
accelerated in July, with the 
elimination of capital gains 
tax on most real estate sales 
promising buoyant activity 
ahead. Economic growth in 
Mexico may have picked up 
in the second quarter. 

Wednesday: Growth in UK 
retail sales is thought to 
have slowed in July, follow- 
ing heavy spending from 
windfall demutualisation 
payments in previous 
months. The US trade deficit 
is forecast to have narrowed 
in June, but not by much. 

Thursday: The Bank of 
England will be watching for 
any upward revision to the 
0.9 per cent provision esti- 
mate for UK economic 
growth in the second quar- 
ter. The UPS strike may 
push up weekly jobless 

claims in the US. 

Friday: Retail sales growth 
in the Netherlands is fore- 
cast to have risen in June. 


Statistics to be released this week 


Day 

Rateasad Country 

Economic 

tiritlc 

Medan 

Forecast 

PlWtOUB 

Actual 

Dey 

Releasod Country 

Economic 

Statistic 

Median 

Forecast 

ii 

Mon 

IK 

July pub. sect, borrowing requirement 

-£800m 

£4.8bn 


Canada 

June merchandise exports^- 

08% 


Aug 18 

Canada 

June manufacturing new orders 

1.0% 

-2.4% 


Canada 

June merchandise Imports’t 

1.0% 

-1.6%. 


Canada 

June manufacturing shipments* 

1.0% 

-02% 


Canada 

June merchandise trade surplus 

$2.1 bn 

$ 2 . 0 bn . 


Japan 

Aug. wholesale price incLdst 10 day] 


0.3% 

Thurs 

Japan 

June coincident Index 

60% 

7596 

Tues 

Sweden 

July consumer price mdex* 

0.15% 

0.1% 

Aug 21 

Japan 

June, leading differentials index 

35.0% 

33-396 . 

Aug 19 

Sweden 

July consumer price index" 

1.2% 

0.8% 


UK 

second quarter provisional GDP* - 

0.-9% . 

D.9%-. ». 


Canada 

July consumer price index aB items* 

0.1% 

02% 


UK 

second quarter provisional GDP" 

3.4% 

3.4% 


Canada 

July consumer price index all items" 

1.9% 

1.8% 


US 

Initial claims of August 16 


. 316,000 


Canada 

July CPI ex. food and energy” 

1.9% 

2.D% 


US 

State benefits August 9 


2.264m 


US 

July housing starts 

1.45m 

1.45m 


Canada 

June Int’l CS securities transactions 

C$500m . 

-C$3-5bn 


US 

July building permits 


1.40m- 


US 

August Philadelphia Fed index 

22-5 

28.1 


US 

Bank of Tokyo-Miteubishi 10 August 


-0.5% 


US 

July Treasury budget 

-$22.0bn 

$54.5bn • . 


US 

July export price index 


-0.1% 

Fri 

Canada 

June retail aaleet 

0.6% 

05% 


US 

July import price index 


0.4%. 

Aug 22 

Italy 

August cities consumer price index* 

Q.1% 

- 0.0% ... - 


Canada 

June wage settlement increase" 

1.7% 

1.6% 


Italy 

August cities consumer price index" 

1.6% 

1.6% 


US 

Redbook 16 August 


0.9% 


NZ 

second quarter labour cost index: all 

0.6% 

0-796 

Wad 

UK 

July retail sales' 

0.4% 

0.6% 


NZ 

second quarter labour cost Index priv 0.6% 

0.7% 

Aug 20 

UK 

July retail sales" 

5.9% 

5.3% 

During the week.. 

- 




UK 

July M4* 

0.7% 

0.9% 


Germany 

July producer price index’ 

0.1% 

;°.i% 


UK 

July M4" 

11.7% 

11.6% 


Germany 

July producer price index** 

1.4% 

■1.4% : . 


UK 

July M4 lending 

£6.0bn 

£5.5bn 


Germany 

July M3 from fourth quarter 1996 base 6.3% 

6<4% 


US 

June trade: goods and services 

-$10.0bn 

-$10.2bn 


Germany 

July M3 item fourth quarter 1995 base 73% 

: 7.4% 


US 

June gds & servs exprt {Bal. of Pay.) 

577.4bn 

S77^bn 


Germany 

July private (ending. 6mth annualised 

7.3% : 

7.2%; t i 


US 

June gda & serve imp rt (Bal of Pay.) 

S87.5bn 

S87.5bn 


Japan 

August trade balance (first 10 days) 


YHBbn.-.i 


Canada June wholesale trade't 


0.9% 


1 . 0 % 


'month on month, "year cri.yaa — quarto on quarter t s aasonaBy adjteted Statistic* MMS Msmatoat 


ACROSS 
1 Left hands? (6) 

4 Own no pearls perhaps (8) 

9 Disturbed, gets up and 
dresses (3-3) 

10 Its members are outnum- 
bered (8) 

12 Notice work getting into 
shape for a takeover (8) 

13 Declare at cricket match (6) 

J5 Repeat after some reflec- 
tion (4) . 

16 Convincing vice-consul is 
difficult (10; 

19 Do get a line reconnected 
to the embassy (10) 

20 A long way off getting a 
return of service (-5) 

23 Spares may be few and far 
between (6> 

25 Best beef to sell more 
cheaply than other butch- 
ers <B1 

27 It's always used up when 
needed (8) 

28 Dressing with enjoyment 
(6J 

29 Entered the lists? (8) 

30 One may play it - and one 
may get licked (.6) 


DOWN 

1 Bags of travellers in the 
van (7) 

2 Promise that makes both 
alter <9; 

3 Highly bumptious? (6) 

5 Prepare to put out with the 
rising tide (4> 

6 Loudly call out twice after 
a plea for silence (5,3) 

7 Is involved In one dreadful 
row (5) 

8 Still getting in after hours, 
showing c hildish habits (7) 

11 Small company having 
unusually shore Raman 
soldiers ( 7) 

14 Bill is an aristocrat, it's 
said (7) . . 

17 Not nice if spoiled by con- 
tamination (9) 

18 Type of porcelain food con- 
tainer (8) 

19 Don't agree to place in 
rearranged side (7) 

21 Set of teeth chatter uncon- 
trollably \7) 

22 The ore is converted to this 
( 6 ) 

24 A shade of caution (5) 

26 This may lead us to the 
light (4) 



MONDAY PRIZE CROSSWORD 

No.9.,456 Set by DANTE 

Six bottles of Davys Celebration Champagne for the first correct solu- 
tion opened and three runner-up prizes of £40 Davys food and nine 
vouchers redeemable in person or by post These prizes are available 
only to winners living In England. Scotland and Wales. Winners with 
overseas addresses wifi receive a set of silver -plated place name bases 
and cants. Solutions by Thursday August 28. marked Monday Cross- 
word 9.456 on the envelope, to the Financial Times, 1 Southwark Bridge, 
London SEi 9EEL Solution on Monday September L Please allow 28 days 
for delivery of prizes. 

Name. 


Address.. 


Solution 9,444 


WINNERS 9,444: L. Fincham, Stone, Staffs; Miss JJC. 
Davies, London SE26; Mrs L-A. Williams, Exeter; J. Wil- 
son, Goudhurst, Kent. 




FMNE WINES AND E4TJDVG 


IS YOUR COMPANY 
DOWNSIZING? 

The effect on the individual can mean 
the end of a current career ... 
redundancy. 

As a caring employer there is now more you can - 
do for the colleagues you have to let go. 

Bounceback is an entirely new magazine aimed 
at supporting and enhancing your companies 
redundancy programme whilst providing positive 
help, advice and guidance that complements and 
prolongs your own support 

Bounceback will respond to three 
main reader needs. 

m "I can afford to retire if I am carefui" 

M "/ need a new job" 

Ml am going to set up my own business'. 

it will deliver a single source list of useful 
leads and contacts and a range of options 
and choice as well as positive and 
supportive articles. For only £12 for.the first 
4 issues a small investment-in someone’s 
future. 

To maintain confidentiality we will- send 
copies to your H.B. Department for 
forwarcflng to ex-colleagues. 

To place your order just phone .the. 
Bounceback Confidential 


HOTLINE 

01455 

852244 

NOW! 


24HR SERVICE 

















